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32% for Raw Materials 
1. In 1950 Union Oil Company took in 
$2174 million from the sale of its 
products. $6834 million went right back 
out in payment for raw materials. 





16% for Wages and Salaries 
2. $3514 million* went to our 7,826 
employees in wages, salaries and 
benefits. 


*Salaries of company officers constituted about 
1%% of this. 





17% for Supplies; 8% for Transportation 


3. $37 million went for supplies, rent, 
tools, utility bills and other costs of 
doing business. $17 million went for 
transportation. 





12% for Depletion and Depreciation 


4. $27 million went for depletion and 
depreciation—to find new oil to replace 
the crude used during the year and 
to replace worn-out and obsolete 
equipment. 





6% for Taxes; 1% for Interest 


5. Federal, state and municipal taxes 
took $1214 million.* (This does not in- 
clude gasoline taxes. ) Interest on bor- 
rowed money amounted to$2)4 million. 
*These taxes amount to 11% more than all divi- 


dends paid to our stockholders and equal more 
than }4 of our total payroll. 





5%% for Dividends 


6. This left a net profit of $1714 mil- 
lion (8%). $1114 million of this profit 
was paid out in dividends to our 38,095 
preferred and common stockholders. 
Payments averaged $292 per common 
stockholder. 


Union Oil 1950 profits 
$% of total sales 
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2%% for Expansion 


7. The remaining $534 million of profit 
was set aside to replace and expand 
our oil fields and facilities in 1951. 


But here’s the rub: In order to meet the 
requirements of the present national 
emergency, weestimate that we should 
spend $25 million drilling during 1951. 
We should spend $20 million on new re- 
fining facilities. We need $5 million for 
a new tanker. And we need about $3 
million for pipe lines, storage facili- 
ties, etc. This totals $53 million. 


Our estimated 1951 reserve for de- 
pletion and depreciation totals $30 
million. This, plus our $534 million 
plowed back from 1950 profits, totals 
only $3534 million. Therefore we’re 
going to have to earn and retain about 
$1714 million more this year than we 
did in 1950 — assuming there is no in- 
crease in dividend requirements. 
That’s why tax policies that don’t per- 
mit corporations to retain earnings 
earmarked for needed expansion can 
have such far-reaching effects on the 
productivity and economic growth of 
the nation. 







UNION OIL 
COMPANY 


OF CALIFORNIA 


INCORPORATED IN CALIFORNIA, OCTOBER 17, 1890 


This series, sponsored by the people of Union Oil 
Company, is dedicated to a discussion of how and 
why American business functions. We hope you’ ll 
feel free to send in any suggestions or criticisms 
you have to offer. Write: The President, Union Oil 
Company, Union Oil Bldg., Los Angeles 17, Cali/. 


Manvfacturers of Royal Triton, the amazing purple motor oil. 
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Do you 
work for 





one of these 





companies? 








Anaconda Copper 
Atch., Top. & Santa Fe 
Crane Company 
General Electric 
Loew’s Incorporated 
Montgomery Ward 
Socony-Vacuum Oil 
Sendond Oil (N. J.) ee 
Westinghouse Electric |SPeciat arr 


Woolworth (F. W.) 


Tuousanps of people who work 
for these companies know a good 
deal about them already—their 
products and sales, their policies and 
management, the outlook for earn- 
ings and profits. 

But a good many of these people 
still don’t know how easy it is to buy 
a share in those profits for them- 
selves. They just don’t realize that 
buying stock means buying an extra 
income with their extra dollars. 

How good an income? 





Well, on the average, these com- 
panies have paid continuous divi- 
dends for more than 30 years... . 
dividends that currently average 
pretty close to a 6% return on the 
money you invest. And you don’t 
need a Jot of money, either! 

You can walk into any broker’s 
office in the country —certainly any 
of ours—and ask for 1 share, 10, 
or 1,000. 

Of course, if you'd like more facts 
before you buy, just ask. 

We'll be happy to mail you our 
latest report on any one or all of 
these companies as investments. 

There’s no charge, no obligation. 
Simply mention those that interest 
you and address— 


Department SF-32 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 97 Cities 
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HELPING TO KEEP AMERICA STRONG 


America’s destiny rides on her ability to produce. Day and night, 
the telephone helps our factories get out the goods and the guns. In 
many other ways it helps to safeguard the country and its people. 


Civilian Defense. The telephone 
is an essential link in national, state 
and local defense. One of the Bell 
System’s most important current 
undertakings is the installation of 
telephone facilities for a Radar Net- 
work rimming the country. 


Meeting Military Needs. Thou- 
sands of miles of private line net- 
works have already been provided 
for military needs. Long Distance 


as well as local telephone facilities 


are also being built and installed 
in record time for military bases 
and training camps all over the 
country. 


Arms and Radar Leader. The 
Nation’s largest producer of gun di- 
rectors, radar equipment, radio and 
telephones for military use during 
the last war was the Western Elec- 
tric Company, manufacturing and 
supply unit of the Bell System. 
Western Electric and Bell Labora- 


tories completed over 1200 military 
projects. They are again working 
on special defense assignments. 


Value of Growth. Times of na- 
tional emergency emphasize the 
value of a nationwide telephone 
system big enough and good enough 
to meet the needs of its people, its 
armed forces, and its industries. 

Whatever the job, you can de- 
pend on the telephone and on tele- 
phone people to help get it done. 


BELL TELEPHONE SYSTEM f 
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The Trend 


THE PRESIDENT’S MESSAGE... . President Truman’s 
request for a two-year extension and a further tight- 
ening of the Defense Production Act which expires 
June 30 is doubtless sound in principle as well as 
essential. After all, the mobilization task has barely 
got under way and the need to continue along the 
mobilization road with utmost determination, as well 
as clarity of purpose, cannot be questioned. The 
toughest part of the job still lies ahead. 

Nor can there be any quarrel with his conclusion 
that “we must fight inflation on every front and with 
every possible weapon if we are to succeed.” It 
means that not only must we continue to work with 
a combination of direct and indirect inflation con- 
trols but also, that we must institute policies which 
realistically support the anti-inflation fight. This 
means, among other things, “equality of sacrifice’, 
something that is far from a fact. 

Thus the President urged stricter provisions for 
enforcement of price regulations, new rent control 
measures, control of margins in speculative commod- 
ity trading, among other things. In contrast, he 
passed lightly over certain aspects of the stabiliza- 
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in the field of taxes, credit restrictions, rent controls, 
savings, etc. 

Again it seems that labor and farmers have been 
handled with kid gloves. The President has not asked 
for authority to set farm price ceilings below parity, 
nor did he ask for any rollback of farm prices to 
the parity level where prices are now higher. In 
other words, he requests no “sacrifice” for the farm- 
ers but a compromise which won’t be difficult to 
accept because it defers any reopening of the com- 
plex parity problem or any real crackdown on farm 
prices. But without the latter, stabilization of living 
costs will remain an elusive goal. 

As to labor, the presidential program says noth- 
ing about changing the labor disputes section of the 
Defense Production Act, vital as this would be. Ap- 
parently his acceptance of labor’s concept of a dis- 
putes board is considered adequate. Yet this may 
prove a point of considerable debate in Congress. In 
the circumstances, his statement that workers will 
have to forego substantial increases in wages which 
should be permissible if the danger of inflation were 
not so great, hardly sounds as tough as his views on 





tion program, particularly the 


prices. 





lamentable break-down of the 
Wage Stabilization Board. As 
to the vital matter of imposing 
ceilings on farm prices, he ob- 
viously offers a minimum com- 
promise by asking only that 
the parity price be made con- 
stant throughout a single crop 
year. This certainly comes as 
an anti-climax to the severe 
and justifiable actions he asks 





We recommend to the attention of our 
readers the analytical discussion of busi- 
mess trends contained in our column 
“What’s Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 








Extension of the Defense 
Production Act now goes be- 
fore Congress. The presiden- 
tial recommendations will be 
carefully scrutinized. Probab- 
ly some new proposals may be 
added. There could hardly be 
a more important legislative 
undertaking and we hope that 
it will be handled with the 
competence, dispatch and 
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foremost attention to the national need which it de- 
serves. The national interest demands, above all, that 
politics be eliminated from the program, that there 
is a genuine striving for “equality of sacrifice.” 


NEW WAGE BOARD... A new Wage Stabilization 
Board to iron out labor disputes in defense indus- 
tries is now in prospect—but this doesn’t mean that 
smooth sailing is ahead. While the decision to set up 
such a board broke the nine-week dead-lock that 
prevented the former board from functioning, it 
seems that labor and industry are as far apart as 
ever on some issues. 

For weeks, labor had argued that a new Wage 
Stabilization Board should have authority to settle 
all types of wage disputes. Industry has been equally 
adamant in insisting that such a Board should deal 
only with questions arising out of wage stabiliza- 
tion policy, a logical contention. It opposed Board 
handling of non-economic disputes such as those 
affecting the union shop, seniority, etc. 

The President in approving such a dual-purpose 
board obviously has sided with labor. While industry 
has not decided to boycott the new Wage Board, it 
feels that its differences with labor run directly to 
the Taft-Hartley Act. It fears that the Wage Stabili- 
zation Board would nullify the emergency section 
of the Act by taking over all disputes. 

In the background also lies an argument over 
collective bargaining. Industry insists that by refer- 
ring all types of disputes to a Wage Stabilization 
Board, genuine collective bargaining may be whittled 
away and compulsory arbitration would be the result. 
Labor counters that a considerable area for bargain- 
ing will remain because every dispute, whether af- 
ecting defense production or not, calls for collective 
bargaining at the outset. Essentially, the controversy 
boils down to the President’s decision to insert one 
step before invocation of the Taft-Hartley law’s in- 
junction procedure. 

It would be a pity if disagreements of this sort 
would prevent or hamstring the functioning of the 
new Board, vitally necessary to stabilization policy. 
The hope is that in getting together on the Board, 
both sides will be able to iron out the more con- 
troversial differences, that there will yet be progress 
towards constructive labor-management coopera- 
tion. This requires an open mind on both sides, and 
particularly realization by labor that there can be 
no equality of sacrifice without abandoning one- 
sided demands for special treatment and privileges. 


THE NEW PRICE REGULATIONS... . Price Director 
DiSalle has announced his long-awaited manufac- 
turers’ ceiling regulations and industry is busy 
weighing the potential impacts. The basic purpose 
of the new regulation is to eliminate the inequities 
frozen into the price structure by the general price 
freeze of January 26, a laudable goal but one also 
that’s probably somewhat difficult to attain. At best 
it will take time. 

Mr. DiSalle has proclaimed that the general im- 
pact will be rollbacks though there will be some price 
boosts, too. Indicative of the magnitude of the con- 
trol task is the fact that the order covers some 
75,000 manufacturing concerns with gross annual 
volume of $70 billion, a sizeable slice of our produc- 


tion. But while it covers a vast area of industry, it 
leaves an equally large area unaffected because these 
other industries are under separate ceiling price 
orders or soon will be. Among those not included 
one enine, meat, soap, basic metals and structura] 
steel. 

It stands to reason that the new order cannot but 
have some significant repercussions in the area of 
prices and profits. Where relief is implied as in 
some squeezed lines, the earnings impact will be 
beneficial. Where rollbacks are indicated, the op. 
posite will be true. What’s more, wholesalers and 
retailers will be required to reflect the changes in 
manufacturers’ prices and this of course is of prim- 
ary interest to the consumer. 

Generally the aim is to restore more normal cost- 
price relationships in industry, including rollbacks 
where margins were unduly widened after the out- 
break of the Korean war. OPS believes that most 
manufacturers either increased their post-Korean 
prices faster than costs rose, or applied their regu- 
lar operating margins on top of their higher costs. 
It is on basis of this belief that the price control 
agency anticipates a majority of price rollbacks. 

In the overall equation, one particular angle de. 
serves notice. While profits in most lines are ade. 
quate, price shifts caused by Government orders and 
unrelated to the forces of supply and demand may 
well have an adverse effect on production plans. 
Manufacturers prefer to concentrate on their most 
profitable lines and this will be based on pre-Korean 
relationships and experience rather than on the 
trends generated by today’s economic needs. The re- 
sult may well be a somewhat unbalanced production 
picture attended by shortages in low priced goods. 
The hope is that the new regulation will be applied 
with sufficient flexibility to avoid this, and to enable 
industry to turn out the huge amount of goods of 
every type which the country needs. 


BATTLE FOR PURSE STRINGS... A fight is shaping up 
as to who will hold the purse strings when it comes 
to allocating foreign aid funds in the future. These 
funds won’t be small potatoes by any means. The 
President is expected to ask for a total of over $10 
billion for foreign aid for the fiscal year beginning 
July 1. And he would leave to the State Department 
the decision how they should be divided among the 
various aid programs. But here is where trouble 
arises. 

In Congress, the State Department prestige is 
anything but high and the new idea has already 
aroused deep hostility. A battle royal is in the mak- 
ing. The idea of having foreign aid administered by 
different agencies but with the allocation determined 
by a committee with strong State Department influ- 
ence goes contrary to most recommendations on the 
subject recently submitted to the President. Even the 
State Department’s best friend among the Repub- 
licans, the late Senator Vandenberg, did not go along 
with the Administration on this because he felt that 
economic aid should be administered independently 
and in a strictly busineslike way. Evidently he 
doubted whether this would be done under State 
Department sponsorship. 

Congress which recently has been far from cordial 
towards the State (Please turn to page 171) 








BUSINESS, FINANCIAL and INVESTMENT COUNSELLORS: : 1907—“Over Forty-three Years of Service’—1951 








120 





THE MAGAZINE OF WALL STREET 


stry, it 
2 these 
price 
cluded 
ictura] 


ot but 
rea of 
as in 
vill be 
1€ Op. 
"S and 
ges in 
prim. 


1 cost- 
Ibacks 
e out- 
; most 
‘orean 
regu- 
costs. 
ontrol 
S. 
le de- 
> ade. 
rs and 
1 may 
plans. 
most 
orean 
n the 
he re- 
iction 
roods. 
»plied 
nable 
ds of 


ng up 
comes 
These 
. The 
r $10 
nning 
‘ment 
g the 
ouble 


ge is 
ready 
mak- 
ed by 
nined 
influ- 
n the 
n the 
»pub- 
along 
that 
ently 
y he 
State 


rdial 
171) 








As J See Jt! 


By CHARLES BENEDICT 


LUCK IS WITH US 


_ W in we take advantage of it? 

It now appears that the return of General Mac- 
Arthur has brought international affairs to a crisis, 
and gives us the opportunity to reexamine the situ- 
ation—to know where we stand, and what we should 
do to strengthen our 
position at home, and 
in the world. 

We have much to 
gain from an objec- 
tive analysis because 
inept handling can 
create an irreparable 
disunity, and make us 
vulnerable in what 
appears to be a most 
crucial phase in our 
history. 

Let us, therefore, 
get down to brass 
tacks. 

I do not think that 
there is any real dif- 
ference of opinion re- 
garding the need to 
maintain and support 
the North Atlantic 
Pact. The cleavage 
rests on the impor- 
tance of Asia in 
global preparedness. 
Yet, no one can deny 
that sound strategy 
in that part of the 
world is essential to 
our well-being. 

Therefore, if both 
sides will clarify 
their position on the 
elements of agree- 
ment and get that out of the way, we can then 
analyze and weigh the Far Eastern situation intel- 
ligently and judiciously. 

We must recognize first that as far as the United 
States itself is concerned, that part of the world is 
of the greatest strategic importance to us because 
we are more vulnerable to attack from Asia where 
we are only twelve miles across the Bering Strait 
from Russia—than we are from Europe where 2500 
miles separate us from that Continent. Because of 
this we cannot afford to be too greatly influenced by 
European opposition or by threats of non-support in 
the Pacific especially since the position of our allies 
In Europe, itself, is extremely insecure and depends 
on our collaboration. We must recognize that the 





“IN THE LIGHT OF FACTS” 





European viewpoint is materially colored by their 
proximity to attack from Russia and what it en- 
tails in suffering and destruction after two enervat- 
ing wars. 

The hesitation and fears are well confirmed by the 
rift in the Labor 
Party in Britain re- 
garding the rearma- 
ment program. And 
eertainly if, as is 
claimed, the Russians 
are so strong militar- 
ily in Europe that 
they could, if they 
chose, overrun West- 
ern Europe at will, it 
is clear that the 
strong Leftist ele- 
ments in France and 
Britain would come 
to the top in their 
countries. And what 
about our Allies in 
Europe then? 

Therefore, taking 
these factors into 
consideration it 
seems only common 
sense that we collab- 
orate to the best of 
our ability to prevent 
such a catastrophe, 
but that we realize 
fully that in the final 
analysis we must 
stand on our own 
feet and cultivate as 
many friends as we 
can without making 
dangerous — sacrifices 





Knoz in The Nashville Banner 


and commitments. 

I am certain that such an attitude would bring 
greater respect and fuller collaboration in Europe 
and elsewhere. That a strong approach to the Pacific 
would bring a rush of adherence from the Western 
nations in that part of the world whose security 
actually depends on the capacity of the United States 
to frustrate Red China and Soviet Russia. 

For anyone to say that to seek security in the 
Pacific would bring Russia into war is defeatism at 
its worst—unreasoning fear that fails to benefit from 
the experiences we have already had in dealing with 
Russia. 

This experience tells us that we must use the same 
courage to protect (Please turn to page 172) 








New Market 


Test Ahead 


The industrial average has now bettered its February high by a moderate margin, with the 
rail average still laggard. Volume indications are not decisive so far, but it is possible that 


stock prices can work somewhat higher before they go lower. A revival of speculation could 


create a seriously vulnerable position. There is no policy change at present. 


‘By A. T. 


TV] string in the stock market’s recent and cur- 
rent behavior justifies any change in our advocacy 
of a reasonably conservative and selective policy. It 
calls for keeping the larger part of common-stock 
funds employed in good-grade, or adequately sound 
issues, while holding about 40% in reserve against 
the contingency of unsettling foreign news, and 
for later employment on a more opportune basis 
than is offered at the current level of the market. 
Caution is particularly in order as regards both new 
speculative purchases and existing speculative hold- 
ings. Recurrent rallies, such as the present one, im- 
press us chiefly as providing somewhat better terms 
on which to pare down over-speculative positions. 

Over-all market action over the last fortnight has 


MILLER 


been indecisive. After making a new 1951 high, by 
a slight margin, on April 14, the Dow-Jones indus- 
trial average backed and filled in a narrow range 
for some days, then edged up late to another new 
high, bettering the April 14 closing level by several 
points. Facilitating this performance was a firmer 
bond market after weeks of pressure, a small rally 
in speculative commodity markets as a result of 
reasoning that the Chinese offensive in Korea is cal- 
culated to prolong this limited war, and special 
strength in the perennially popular oil-stock group. 


Market Of Stocks 


A spurt of 2.38 points in this not too representa- 
tive industrial average in a single session 





rom MARKET IS A TUG-OF-WAR... CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS 


DEMAND FOR STOCKS 


, —Z-AS INDICATED BY TRANSACTIONS 
/ AT RISING PRICES 
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RING INVESTMENT AND SPECULATIVE DEMAND: 


sufficed to “break through” the April 14 
high. Yet on that day exactly 43 individ- 
ual stocks made new highs for this year 
or longer, while 14 recorded new lows, 
out of well over 1,000 listed stocks. If you 
look at stocks rather than the average- 
or if you look at our broad weekly indexes 
of stovk prices—there is not a great deal 
to get excited about. The volume of trad- 
ing on this move, which indicates the 
breadth of demand, was even lower than 
the unimpressive figure of April 14; and 
the largest volume within any recent 
week was far under the average of last 
January-February, when speculation had 
temporarily caught the public fancy, with 
rails and war-stocks generally in the 
vanguard. Now these previous favorites 
have been the most laggard section of 
the list more than three months, and have 
yet to show any convincing ability to get 
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with the result that the Dow composite 


H10 average of 65 stocks has not, up to this 
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writing, moved above its February 5 top. 


105 Even should it do so, with the rails 





SPECULATIVE DEMAND 
PRICED STOCKS 


INVESTMENT DEMAND 


200 


“confirming” the “penetration” of the 


100 February high by the industrial index, we 
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believe the chances are that this would 
prove to be merely another restricted 














price swing, moderately widening the 
trading range seen since early February, 
rather than the inception of a fresh phase 
of broad and sustained advance. We be- 
lieve so because, quite aside from the 
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purely technical question 
of what the rail average 
might do, the considera- 
tions governing invest- 
ment-speculative confi- 
dence are decidedly more 
mixed than they were in 
earlier phases of the gen- 
eral advance; and, on bal- 
ance, they are a good deal 
less bullish than the en- 
vironment of early 1951 
was mistakenly thought 
to be. Wé say mistakenly 
because the bulls of a 
few months ago would 
have been less bullish 
had they been able to ¢ 
foresee the present halt 
in price inflation, the sag 
in retail trade, the dis- 
tress inventories of con- 
sumer goods, and the 
resolute anti-inflation 
policy of the central 
banking authorities as 
dramatized, but not cli- 
maxed, by the unpegging 
of the Government bond 
market. 

The Federal Reserve 
is continuing to combat 
inflation with every 
means at its command; 
and if the means prove 
insufficient it will cer- 
tainly ask, and probably 
get from Congress, 
broadened powers of control. Regardless of varia- 
tions in timing, an anti-inflationary central-banking 
credit policy has never in the past failed to get re- 
sults in due course. It would be foolish to assume that 
it can be safely ignored in the present instance. 


_ The Government’s heavy stockpiling program, and 
its guns-and butter policy, including the fostering 
of unprecedented business outlays for new plant and 
equipment, whether essential or not, have been 
mainly responsible for a sharp inflation of world 
prices, intensifying the political-economic stresses 
of England, France and our other allies. Their re- 
sentment against us is rising. In consequence of this, 
and of the fact that inflation has become a political 
liability, some backtracking has already started. 
Stockpiling purchases of some materials have been 
ended or slowed down; and second thought is being 
taken on the matter of expanding industrial capacity 
which is not obviously necessary for defense, since 
the process consumes materials and generates con- 
sumer income, without adding to the supply of con- 
sumer goods until after the new facilities are in 
production. 

Some Administration officials are now saying that 
unessential capital investment must be limited, and 
the banking authorities are moving to that end. 
Hence, earlier estimates that this total would reach 
$24 billion this year must be revised downward. This 
is the result of sober second thought. Assuming no 
global war, there will probably be second thought on 
the arms program itself within a year or so. There 
Is undoubtedly much extravagance in it for that is 
the way the military mind always leans; and the 
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country is going to be flooded with arms in no great 
time unless the program is scaled down or slowed. 
On the other hand, if you assume global war, or any 
new Communist aggression threatening global war, 
that would unsettle the market. (So would any plaus- 
ible “peace scare”, created by Soviet strategy). 


The Balance of Factors 


Meanwhile, actual arms production is relatively 
small; it is still predominantly a civilian economy; 
and civilian demand has slackened pretty much all 
down the line: from houses to automobiles, from 
household appliances to clothing. As indicated by the 
highly mixed first-quarter reports, aggregate cor- 
porate earnings no doubt reached their peak in the 
fourth quarter of last year. It was heretofore about 
as certain as anything could be that full-year profits 
would be materially under the record 1950 level, due 
mainly to higher costs and taxes. Now it appears 
necessary to lower the sights on second-half profits 
still further, in view of the latest official moves to 
tighten up the price ceilings. In many cases this 
alone could cut recent profit levels sharply, even 
were taxes left unchanged—and taxes, of course, 
are going higher. 

The protracted upward trend of total dividends 
has already begun to flatten out, with the year-to- 
year change likely to be on the downward side be- 
fore the year is out, and especially by the fourth- 
quarter. Meanwhile, 6.5% dividend yields on the 
basis of 1950 payments, and moderate price-earnings 
ratios, on the basis of (Please turn to page 170) 
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By E. A. KRAUSS 


pr ee industry, since the beginning of 
World War II, has expanded tremendously its ca- 
pacity to produce. This was amply illustrated not 
only by the production feats which were instrumental 
in winning the war, but also by our postwar experi- 
ence—how industry has met the task of satisfying 
enormous civilian demands. 

It is considered of primary importance that the 
trend towards ever greater productive power con- 
tinue in the future since otherwise we could not 
provide for defense on top of reasonable civilian 
needs. Productive power after all is fully recognized 
as the real source of our strength as a nation as well 
as the creator of our high standard of living. 

It has been estimated that our industrial capacity 
since 1939 has been increased by fully 75%. Last 
year alone, industry raised its overall capacity by 
7% and capital outlays projected for 1951, if carried 
out, point to another 9% rise. Little wonder that 
industry leaders are convinced of their ability to 
meet the nation’s defense needs and still produce 
enough for the civilian economy. They believe that 
the requisite production level can readily be attained 
through full cooperation between labor, business 
and Government. 

If anything, that conviction has been strengthened 
by what happened since Korea, that is industry’s 
ability to meet not only slowly expanding defense 
needs but at the same time also satisfy recurrent 
waves of heavy civilian scare buying of virtually 
every type of goods. The sharply stepped-up demand 
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had the effect 
of stimulating 
production to 
new peace. 
time peaks. 
Apparently, 
few business- 
men appreciated the 
productive capacity of 
the nation’s industries, 

Another important 
factor was that prob- 
ably few also foresaw 
that cutbacks of raw 
materials going into 
consumer goods would 
not take hold to any 
great extent until af- 
ter mid-year. Together 
these factors have 
made for plenty in- 
stead of for shortages, 
for a snow-balling of 
production into size- 
able inventories at all 
levels of trade as well 
as with consumers, 
Hence the prospect of 
at least a temporary 
lull in business. 

If the relatively slow 
start of defense pro- 
duction goes far towards explaining the current 
plentitude of consumer goods, it should not mini- 
mize the lesson taught us in respect to industry’s 
productive power, topping as it did the tre- 
mendous postwar production boom. It certainly was 
eloquent testimony to our industrial strength and 
power, and augurs well for the production demands 
ahead. 

Let’s look into some of the most impressive evi- 
dences of our vastly expanded productive capacity. 
Steel capacity, for instance, is now 25% higher than 
the 1939 potential. What’s more, it is fully used and 
still expanding. 

Electric power production is well over 50% larger 
than it was before World War II. Our labor force, 
prior to the latter, consisted of over 55 million per- 
sons but has now risen to over 63 million. Before the 
last war, we had some 950,000 machine tools; their 
number today is estimated at around 1,760,000. 
Aluminum productive capacity is about four times 
greater than eleven years ago and slated for rapid 
and substantial further expansion. 


Vast Gains in Other Industries 


We find equally impressive gains in virtually every 
sector of the economy, be it non-ferrous metals, 
chemicals, textiles or other vital industry fields. 
Daily petroleum production, for instance, is almost 
twice that of 1940. Chemical production has more 
than doubled and is already ahead of war-time levels. 
The automotive industry, which may be called upon 
for partial conversion to arms production, has en- 
joyed a tremendous growth in the last five years, 
with recent peak output about double that of prewar 
and with capacity similarly expanded. 

Food production also is capable of substantial ex- 
pansion: The number of farm tractors in operation 
has more than doubled in the last decade, today com- 
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j ing close to four million. Progress in farm 
effect 


mechanization in turn has released some two 
million men for industrial employment dur- 
ing the period. 

Equally as important as these huge ca- 
pacity increases, which in varying degree 
extend throughout the economy, has been the 
great advance in industrial technology which 
has added no little to productive power. 
American industry marshalled many obso- 
lete plants and machines during the last war 
in an effort to maximize production, but 
today’s productive capacity takes no account 
of such facilities, many of which have since 
been scrapped. 


Ample Capacity for Normal Needs 





CAPACITY INCREASES IN SELECTED INDUSTRIES 
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Industry’s production feat in postwar, 
aided by enormous postwar plant expansion, 
has amply proved its ability to fill the de- 
mands of our expanded population. In fact, 
were it not for the new defense program, 
today would doubtless find us in some sort 
of a recession. Even in spite of rearmament, 
because it has been developing but slowly, 














the question right now is how to reduce 
excessive inventories built up by 100% pro- 





194oO 


MILLIONS OF TONS 





1950 1950 





68 
MILLIONS OF 
KILOWATT HOURS 
4O 
194o ] | 








duction in all lines. Without arms business, 








the production rate would have declined quite 
some time ago in an effort to adjust output to a 
diminished demand level. 

Yet with all the new capacity attained during the 
last decade, the accent is on further expansion of 
basic industrial facilities so as to support a high 
level of both military and civilian production during 
the defense period and be prepared, if necessary, to 
meet the needs of all-out war. This is a policy which 
anticipates either war or an extended period of 
sustained military output and military expenditures. 
Without such expectations, the expansion program 
obviously would make no sense. 


power. Nor can we anticipate as large accumulations 
of personal savings and deferred demands such as 
occurred during the last war. 

On the other hand, the expansion accent is heavily 
on capital goods that are bound to increase the 
productivity of labor and thereby the production 
potential, which could well create a mounting imbal- 
ance between production and consumption. As indi- 
cated before, any decrease in the rate of arms spend- 
ing, and even more so a decline in such spending, 
could create serious problems of over-capacity. 





Even so, longer range connotations are not 
without potentially troublesome aspects. For 
though productive capacity is on the upgrade 
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again, consumer income is not growing any- 
where as fast, certainly not as fast as during 
the last war to close the gap between ex- 
panded capacity and income. It is doubtful 
whether it will rise strongly enough to absorb 
expanded production potentials once arma- 
ment needs are stabilized at a lower level, as. 
anticipated in a few years. 

In this connection, it is well to remember 
the various factors which helped generate 
the great postwar boom. It was not only the 
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vast reserves of savings built up during the 
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war years and the long delayed demand cre- 
ated over many years of depression and war. 
Throughout postwar, Government spending 
for veterans benefits—and they ran into many 
billions—plus large scale aid to Europe con- 
tributed significantly to the high levels of 
postwar demand and production. 

_ Hence the question is how we shall manage 
in the future with the capacity now being 
added to our economy. We cannot very well 
expect all the aforementioned factors to be at 
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work, or be as effective as in the past. High 
living costs and rising taxes are bound to: 
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militate against sustained higher spending 
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The problem is not limited to that of finding mar- 
kets. On the side of business, when caution is coun- 
seled regarding future expansion of productive 
capacity, the “high break-even point” argument is 
frequently heard. Industry is said to have such a 
high proportion of fixed costs already (because of 
high-cost postwar expansion) that it must operate 
at a higher level than before to break even. If there 
were to be a business slump, it is argued, many firms 
with large plant investment would operate in the red. 

This argument, is, of course, subject to qualifica- 
tions; if only because of the greatly varying indi- 
vidual situations, any generalization is probably out 
of order. Also, industry has shown considerable inge- 
nuity in lowering break-even points when business 
conditions required it. Doubtless there exists con- 
siderable leeway in this respect. 


The Problem of Finding New Markets 


As to the problem of finding markets, it is perti- 
nent to point to postwar experience when business 
was forced to expand capacity because of the un- 
expected and unparalleled upsurge of demand. We 
have pointed out some of the special reasons that 
were responsible, and the likelihood that they will 
not recur. But the strength of the postwar boom in 
no small measure also rested on the sharp expan- 
sion of population during the last decade. For some 
years this expansion trend will continue even though 
at a diminished rate, and this will assist in some 
degree in the absorption of expanded production. 
How much, is another question. 

Industry today, as recent events have shown, is 
well able to supply all the normal needs of our 
expanded population, and more. Demand to-date has 
been abnormal, for reasons stated. This applies par- 
ticularly to the post-Korean buying spurts which 
were largely in the nature of anticipatory buying. 
Business and industry were able to meet this demand 
without undue strain. The conclusion is justified, 
that in terms of normal demand, a measure of over- 
capacity already exists. 


If further expansion is nevertheless urged in the 
face of courting overcapacity for purely civilian 
needs, it is done so because of anticipation of sus- 
tained substantial defense outlays. But the inherent 
long term risk is well recognized, hence increasing 
emphasis on the Point IV program, on projects 
towards developing backward nations, and similar 
schemes. Apart from social and political aspects, the 
hope is that projects of this sort, and they may 
eventually run into billions, will also provide much- 
needed markets for our expanded production. 


Point IV—Its Longer Range Significance 


Doubtless at this time, implementation of the 
Point IV program is of some importance to defense. 
The backward countries which supply so large a 
proportion of the raw materials needed by us for the 
arms program must be given a chance to develop, 
so that hunger and poverty will not make them an 
easy prey to communist propaganda. 

But the “internationalist thinking” behind the 
Point IV scheme centers probably just as much, if 
not more, on the long range potentials which it might 
conceivably hold, that is the development of new 
markets abroad for our surplus production. Certainly 
it is not a consideration that is ignored. It may be 
an expensive project for the tax payer, who must 
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housing subsidies, etc. 


Even so, there is no guarantee that presently con- | 


templated industrial expansion may become a major 
issue in the future, particularly if total war does not 
materialize. While it will add to our strength now, at 
a time when economic strength is needed, it may 
create serious economic problems later if consump. 
tion fails to keep pace with expanded production. The 
quest for new markets may not be simple or success- 
ful in the desired degree, for mounting foreign com- 
petition must be reckoned with—competition which 
we ourselves have helped build up by generous aid 
programs. Taxes are bound to remain high preempt- 
ing a substantial slice of consumer income that other- 
wise might be available for spending. And the popu- 
lation factor may well be somewhat overrated, after 
conspicuous underestimation in the immediate post- 
war years. 


It is of course true that if the widely heralded pro- 
gram for the defense program to attain its goal by 
1953 should materialize as projected, there would 
likely follow a substantial contraction of the Fed- 
eral budget. While billions of dollars will have to be 
spent to maintain an army of 3.5 million men or more 
and the cost of training recruits may continue indefi- 
nitely, the supply of munitions accumulated would 
likely warrant a lag in their production, barring all- 
out war or continued hostilities on a limited scale. 
In this event, prolongation of the “pay as we go” 
tax pattern might involve a reduction in the levies 
relative to peak levels indicated by the end of the 
current year. In other words while taxes will remain 
high for a long time, the brunt may fall more heavily 
on corporations than on consumers, thus conceivably 


‘freeing some additional spendable income for the 


latter. 


As an offset to this potential, on the other hand, 
is the prospect of increased unemployment when and 
if the present vast expansion program starts to fade 
and production of guns, tanks and general military 
equipment is perhaps sharply reduced. Equally im- 
portant, if not more so, would be a marked recession 
in demand for new machinery and tools, when plant 
improvements are completed. While this would free 
large quantities of steel and non-ferrous metals for 
consumer production to take up part of the gap, the 
big question looming is whether demand will absorb 
these materials fully. 


Technological Improvements 


Perhaps the most optimistic view of the longer 
range picture is to rely on the element of techno- 
logical improvements to pull the economy out of a 
dilemma, as suggested earlier in our discussion. Take 
the aircraft industry, for example, where almost as 
fast as planes are built they are rendered obsolete 
by new designs. If for many years to come, our 
greatly expanded fleet of warplanes will be main- 
tained at maximum efficiency, come war or peace, 
construction of new aircraft must continue at the 
accelerated pace now envisaged. 

The same holds true of all industrial equipment, 
which more than ever will need rapid replacement 
in a highly competitive period when a few cents per 
unit saved here and there will largely determine the 
break-even point in (Please turn to page 171) 
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foot the bills for Point IV spending, but probably [ 
not more expensive than the many artificial stimu. | 
lants which kept the postwar boom going so long |) 
and so strongly, such as foreign aid, veteran benefits, ; 
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—IF EARNINGS DECLINE 














By WARD GATES 


a and well founded expectations 
that corporate earnings in the current year will de- 
velop a downward trend, brings to the fore the 
question of dividend stability. Can stockholders 
place reliance on the more liberal dividend treatment 
accorded them last year, or should they anticipate 
somewhat reduced payments before too long? While 
only time will reveal the answer, it is interesting to 
study the dividend outlook of individual companies 
in the light of their varying potentials. 

The certainty of increased taxes, narrowed mar- 
gins on military business, reduced civilian output 
and a probable change in cost-price relationships, 
combine to validate the belief that numerous con- 
cerns will earn less in 1951 than in 1950. The de- 
fense program also may require retention of a larger 
portion of profits to finance major expansion pro- 
grams, thus creating a threat to the continuity of 
generous dividends. All the foregoing factors are 
worthy of consideration by investors in nearly every 
company, if only because dividend income and yield 
is the leading determinant of share prices. 

On the other hand, there are a great many in- 
stances where earnings last year, relative to divi- 
dend payments, provided a very substantial cushion 
against a potential decline this year. The degree of 
vulnerability to many of the adverse factors we have 
cited also varies in individual instances. Completion 
of large scale expansion and modernization pro- 
grams will often permit volume to increase and 
margins to at least hold steady, as a partial offset 
to higher taxes and operating costs. Some industries 
and their components, furthermore, can afford to 
pay out as dividends a much larger share of earn- 
ings than others, and thus would be less sensitive to 
a moderate decline in annual profits. On balance, 
accordingly, there are plenty of situations where the 


MAY 5, 1951 


DIVIDENDS? 










NY; 


ar \ = 
ee a — << >a 1 =“ 


CE ie pe 





prospect of paying dividends at current 
relatively high rates has not been much 
impaired by the general accumulation 
of uncertainties. Shares in strong com- 
panies of this kind carry unusual ap- 
peal under the changing conditions 
characteristic of 1951. 

We append two tables, one listing a 
number of concerns whose 1950 earn- 
ings covered dividends by an excep- 
tionally wide margin, and the other in- 
cluding firms where the spread was 
considerably less. As we have pointed 
out, however, this varying factor alone 
must not be accepted as an indication 
of either a promise or a threat as to 
dividend stability, although when asso- 
ciated with other information it is of 
important value. Record earnings on the 
one hand can sometimes decline very rapidly, while 
on the other hand there may be a strong reason why 
dividends should prove dependable although the 
coverage is relatively narrow. 

Although net earnings of Aluminum Company of 
America last year slightly more than doubled those 
of 1949, 50 cents quarterly dividends remained un- 
changed. Thus the 1950 per share net of $9.07 very 
amply covered annual dividends at the $2 rate. 
Although the management at the year end predicted 
that increased taxes would have a depressing effect 
on 1951 earnings, this has not deterred a hike in 
the quarterly dividend payable June 8 to 75 cents 
a share. Such action would hardly have been taken 
unless the directors expected to maintain the higher 
rate throughout the current year. Seemingly, there 
is even room for further improvements or a chance 
for a year-end extra. While the company has em- 
barked on a large expansion program to increase 
production, present finances are strong and any ad- 
ditional construction loans can probably be retired 
by accelerated amortization. 





Montgomery Ward & Co. 


Many concerns, as we all know, habitually sup- 
plement quarterly dividends with an occasional or 
year-end extra. In such instances, the chances for 
stability of the quarterly rate are enhanced, although 
total payments may hinge on final earnings for the 
year. Such a situation prevails with Montgomery 
Ward & Company, which during 1950 paid four 
quarterly dividends of 50 cents a share and an extra 
of $1 for a total of $3. That this policy was ultra 
conservative was clearly indicated by net earnings 
of yer a share in the fiscal year ended January 
31, 1951. 
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Companies With Wide Dividend Coverage 





1950 1949 


















Net Per Div. Per Net Per Div. Per 

Share Share Share Share 
PIIOIIES, .5:050.c0seescnp-bocnssare $9.53 $1.00 $4.12 $ .80! 
Aluminum Co. of America.......... 9.07 3.002 4.45 2.00 
American Viscose ............. 7.83 2.50 4.46 2.00 
ee ee 11.66 4.00 7.68 2.50 
Atchison, Top. & St. Fe................ 31.29 8.50 18.06 8.00 
Atlantic Refining .................000. 10.90 4.002 7.92 2.00 
Bethlehem Steel ....................0..... 12.15 4.10 9.68 2.40 
Caterpillar Tractor .................00 7.49 3.007 4.89 1.75 
Bites Seeviee. COs. 6..0:00..cs00s.-00003 14.58 5.001 14.87 3.50 
PION os sor ccscceccimaaviovessernasscnsce 12.18 3.002 7.44 1.12% 
Gondrich (8. F.) Go......-:....-25-.00:-. 6.00 217 4.79 1.83 _ 
Goodyear Tire & Rubber............ 15.62 5.00 8.40 4.00 
Illinois Central R. R. .................. 20.83 3.00 11.01 oo 
Minnesota Mining & Mfg.. ee). 1.002 1.77 65 
Montgomery Ward & Co 11.19 3.00 7.13 3.00 
S272 ease i eae .. 14.56 4.50 6.00 75 
Preer (Chas.) & 'Co...............:50..: 6.60 2.75 5.18 275 
PRIMED nono cocsccoese cst chceens 7.01 2.00! 5.12 2.001 
ee, Se SR oT Re eer 11.16 3.002 4.75 2.00 
Reynolds Metals ...............:0:0008 8.84 1.201 4.20 1.10 
DON MINED 2955s ccutcansioncsusbaaneasee 8.92 1.602 6.09 1.001 
Schenley Industries .................... 8.47 2.007 5.38 1.60 
Seaboard Air Line R. R............... 12.30 4.002 4.89 3.00 
De MNOD) 56.355 ccc a ekzicctetes 10.03 3.751 3.59 2.00 
NON eS eee eer eres 10.92 3.002 10.02 2.501 
Southern Railway .............0.000 14.94 4.002 6.87 4.00 
Standard Oil of Indiana 8.09 2.00! 6.72 2.001 
oC a eee re J 1.001 4.15 1.001 
Sutherland Paper ....... : 2.50 4.62 2.50 
Texas & Pacific R. R...... K 5.00 9.73 4.00 
Thompson Products .................06 : 2.002 5.37 1.50 
WUREIOTR TION | 550 .05s5s.scseccecenee 7.26 2.00 2.73 _ 





1—Plus stock. 2—I\ndicated 1951 dividend rate. 
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A rise of more than 15% in sales for the two 
months ended March 31 has given the company a 
good start for the current year. Although 50 cents 
quarterly dividends continue to be paid, Montgomery 
Ward has also distributed two extras of $1 each thus 
far in 1951, the total already equalling the $3 paid 
in 1950. This however by no means sets a pattern 
for the balance of the current year, as it is anyone’s 
guess when or whether further extras will be de- 
clared. While the stability of the present quarterly 
rate is indubitably assured, and it might easily be 
lifted, that is about as far as predictions can go. _ 

Last year’s spectacular boom in the television in- 
dustry enabled Admiral Corporation to earn $9.53 
per share, of which only $1 per share was distributed 
as dividends, although this was slightly more than 
the 80 cents in cash paid in 1949. Due to Govern- 
ment controls and changing market conditions, this 
company will probably earn considerably less in the 
current year, especially as its tax problems are com- 
plicated and quite severe. In the first quarter, for 
example, volume of $70.3 million compared with $46 
million a year earlier but only $1.25 per share was 
earned versus $2.08. 


E.P.T. Impacts 


The management has pointed out that provision 
for income and EPT taxes in the first quarter 
amounted to 72% of pretax earnings despite a theo- 
retical ceiling of 62%. This discrepancy is accounted 
for by the fact that each subsidiary must pay a 
separate income tax on earnings, part of which 
might be intercompany profits, but the latter were 
eliminated from the consolidated return. Despite the 
reported decline in net earnings, the $1.25 per share 
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. ’ ™ Tua C Ore a0 Overed e 
conservative $1 annual rate of 1950, and no change 


in dividend policies is likely. 


relatively short period as with many of the railroads 
last year, a corresponding increase in dividend 
liberality could hardly be expected. In the circum- 
stances, many of the carriers earned so much in 
excess of their dividends that no threat to their 
stability would be created even if 1951 earnings 
were substantially less. As it now looks, the current 
year may prove quite prosperous for the better situ- 
ated railroads, generating confidence that present 
dividend rates will be maintained, if not improved. 
In a few cases, rail dividends have already been 
increased this year. It is widely expected that high 
level earnings of many roads will continue, due to 
improved operating efficiency, increased traffic, 
higher rates and a good EPT shelter. 


High Railroad Earnings 


Atchison, Topeka & Santa Fe Railway, for ex- 
ample, earned a record $31.29 per share in 1950, in 
comparison with which total dividends of $8.50 a 
share, including a $2 year-end extra, were very con- 
servative. In the first two quarters of 1951, a $2 per 
share rate has been maintained, and when the re- 
cently approved 2-1 stock split becomes effective, at 
least $1 per share should be paid, and a year-end 
extra would not surprise. Similar assurance of 
stable dividends is indicated with Illinois Central 
Railroad, which still continues to pay 75 cents quar- 
terly dividends, although $20.83 cents a share was 
earned last year. Increased liberality to stockholders 
seems in store. 

Among railroads which have paid larger divi- 
dends in the current year and hold promise of con- 
tinued liberality, is Seaboard Air Line R. R. This 
carrier maintained quarterly dividends of 75 cents 
a share throughout 1950, although net earnings rose 
to $12.30 per share. In the current year the quar- 
terly rate has been advanced to $1 and rather clearly 
could still be improved. 

Southern Railway also paid $1 per share in the 
recent March quarter, in contrast to a former 75 
cents. That total payments this year should equal or 
exceed $4 per share seems logical in view of $14.94 
ge in 1950 and the system’s bright outlook for 

Just how the newly announced price ceilings may 
affect earnings of prominent rubber concerns is as 
yet conjectural. As the rubber industry, though, at- 
tained record high earnings last year partly because 
of higher prices for tires and tubes in the second 
half year, it is possible that some concerns in this 
group may have to roll back their prices, although 
this is not certain. A prospect of increased volume 
in the current year could minimize the impact of 
this handicap if it appears, but margins in any 
event will probably be pinched by increased taxes 
and small-profit military business. In other words, 
net earnings of most rubber concerns this year will 
likely decline. 

Dividend policies, however, of such concerns as 
B. F. Goodrich Company have been so conservative 
as to warrant confidence in their stability. Goodrich 
last year earned $6 per share or almost three times 
dividends of $2.17 a share (adjusted for the recent 
3-1 split). Thus a strong cushion was established 
against a potential decline in earnings. The same 
also applies to Goodyear Tire & Rubber Company, 
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‘exceeded dividends of $5 by better than 
‘three to one. 


Reynolds Metals Company are secure 





whose 1950 earnings of $15.62 per share 





CORPORATE EARNINGS AND DIVIDENDS 





That 25 cents quarterly dividends of 


seems pretty certain. No regular rate is 
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are more likely to increase than other- 20 

wise in the current year, unless greatly 

expanded needs for construction funds 18 

prevent. This concern is participating in 16 

a large way in the Government’s pro- 

gram to enlarge output of aluminum, and 14 

is building some huge new facilities. 12 
In 1950 Reynolds earned $8.84 per 

share, but paid only $1.20 in cash divi- 10 





dends, thus retaining about 85% of net 8 
earnings in the business. How the com- 
pany is now forging ahead is indicated 6 
by net earnings of $3.94 per share for 
three months ended March 31, 1951, 4 
compared with $1.11 in the correspond- 2 
ing span of last year. Considering that 
higher income taxes and EPT were ef- ° 
fective in the period, the recent showing 
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was quite impressive and should before 
long lead to increased dividends. 

In some instances where the spread between earn- 
ings and dividends has been wide, declarations of 
stock dividends have been made aside from pay- 
ments in cash. Cities Service Company, for example, 
attained earnings of $14.58 per share in 1950, of 
which only $5 was paid to stockholders as cash divi- 
dends, although these were supplemented by a 5% 
stock dividend. At least as generous treatment, if 
not more, should be expected in the current year, to 
judge from earnings in the March quarter of $5.15 
per share compared with $4.19 in the like period 
of 1950. 

Sharon Steel Company’s 75 cents per share quar- 
terly dividends seem amply protected by large earn- 
ings, although the same rate was maintained after 
payment of a 50% stock dividend last September. 
Including a $1 year-end extra in 1950, dividends 
totalled $3.75 a share on the presently outstanding 
common, compared with net earnings of $10.03. 
While capacity production is assured for this con- 
cern in 1951, it is possible that net earnings may 
lessen slightly. Considerable shrinkage could occur, 
though, without impairing dividends at last year’s 
rate. 


Where Dividend Coverage Is Narrow 


Turning to the list of concerns that last year paid 
out a rather liberal proportion of net earnings to 
their stockholders, there is more room to question 
the stability of dividends this year, although this 
applies to only a few instances. Hayes Manufac- 
turing Company presents an extreme case where 
total dividends of 30 cents a share last year ex- 
teeded net earnings of only seven cents. Contract 
shifts, high operating costs and occasional work 
interruptions have made earnings erratic. During 
1951, operations may improve and dividends of 15 
tents a share were paid in each of the first two 
quarters, equalling total 1950 payments, but their 
longer range stability is clouded. 

Exceptionally stable operations from year to 
year, plus a strong financial position, permit Cream 
if Wheat Corporation to distribute a very liberal 
proportion of net earnings to stockholders. For 
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three years past, this firm has paid out an average 
of 88% of net profits, in 1950 paying total dividends 
of $2 per share from earnings of $2.28. With such 
a slim coverage, 40 cents a share may be distributed 
quarterly in the current year, but increased taxes 
and Government controls create uncertainties as to 
how much can be expected as a year-end extra. Last 
year the company paid a 40 cents extra on Septem- 
ber 27. An unbroken (Please turn to page 168) 















































Companies With Narrow Dividend Coverage + 
Net Per Div. Per Net Per Div. Per 
Share Share Share Share 
1950 1949 

Allied Mills . $3.06 $2.50 $2.96 $2.25 
American Hawaiian S. S. 2.80 3.00 2.51 3.00 
American Machine & Foundry 1.50 80 .26 80 
Baldwin-Lima-Hamilton 1.02 .701 1.41 aa 
Blaw-Knox 1.99 1.25 2.51 1.25 
Bucyrus Erie 2.80 2.00 4.07 2.00 
Congoleum Nairn 3.29 2.00 3.04 2.00 
Cream of Wheat 2.28 2.00 2.42 2.00 
Dr. Pepper . si 86 -60 88 .60 
General Cigar a “EES 1.00 1.43 1.00 
Goebel Brewing 1.23 70 1.37 aa 
Granby Consol. Mining 43 1.00 1.89 1.75 
Greyhound Corp. j 1.25 1.00 1.22 1.00 
Hayes Mfg Co. _ .07 .30 56 .60 
Hudson Bay Mining & “Smelt. 5.53 5.00 4.6] 4.00 
Kalamazoo Stove & Furnace... 51 a0 222 .50 
Loews, Inc. ........ Ee acne Te 1.50 1.31 1.50 
Mack Trucks ... aot 93 1.002 d2.71 _ 
Madison Square Garden ........... 98 .50 1.12 50 
Manati Sugar . ; 1.45 .80 1.93 .80 
Mead Johnson & Co. 1.23 1.00 1.08 .80 
Packard Motor Car .... : 35 .202 52 .50 
Paramount Pictures ........... 2.67 2.00 1.00 2.00 
Pillsbury Mills ....... ey 2.16 2.00 3.51 2.00 
Pittsburgh Screw & ie 1.00 88 .70 
Ronson Art Metal Works............ 3.54 2.35 4.96 2.55 
Swift & Co. fs 223 2.35 3.52 2.35 
Symington Gould . 1.32 75 66 .50 
U. S. Rines: .... ia 2.06 2.00 3.62 2.00 
U. S. Smelt. & Refining Be 16 aa 1.51 1.25 
U. S. Tobacco .... Ceaee 1.49 ES 1.52 tao 

4—Deficit. 

1_Plus stock. 

2_Indicated 1951 dividend rate. 
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By JOHN D. C. WELDON 


ust how the consumer spends his money has 
always been a matter of keen interest to business, 
for obvious reasons. Usually an analysis of spend- 
ing trends brings out facts and trends which offer 
worthwhile clues to what’s ahead. Whether this holds 
true at this particular stage is however another mat- 
ter, considering the changes in industry likely to 
occur under the impact of the rearmament drive. 

We know that in the recent past, the public has 
been spending a larger share of every dollar going 
into retail channels for durable goods than at any 
time in history. Continuation of this trend is doubt- 
ful for two reasons: (1) The pace has been such that 
its continuance is highly unlikely. And (2) the dur- 
able goods supply will shrink under defense-imposed 
restrictions on their production. Moreover, credit 
restrictions are beginning to exert their limiting 
influence. 

Hence the growing belief that while hard goods 
industries have cashed in heavily on the demand that 
had backed up between 1941 and 1945, the soft goods 
industries will now have their inning, that a soft 
goods boom is building up despite current difficulties 
based mainly on top-heavy inventories and lagging 
demand on the part of an increasingly price-con- 
scious public. 

Because of the latter circumstance, and because 
many consumers not only are well “bought up” and 
even mortgaged ahead by virtue of heavy instalment 
debt, it will be difficult to predict just when the ex- 
pected boom in soft goods lines will arrive. There 
are some signs that the textile “recession” may last 
somewhat longer than anticipated. Even when a 
turn has come, it will hardly develop into a run-away 
boom though it should give soft goods people a chance 
to retrace some of the backsliding they have been 
experiencing. 

As it now looks, hard goods however will continue 
to loom important in the civilian economy despite 
cutbacks which will free a good many consumer dol- 

‘lars, some of which should find their way into soft 
goods, particularly clothing and food, as well as into 
services. These three categories should be the prin- 
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cipal beneficiaries in any shift of spending direction 
though there can be no complete assurance of it until 
the trend becomes unmistakable. 

One reason is that many consumers may prefer ti 
liquidate all or part of their heavy instalment debt; 
some might be anxious to rebuild their depleted sav- 
ings since much of the post-Korean buying spurt 
was financed by drawing upon savings. Additionally, 
there will still be a substantial hard goods supply to 
compete with soft goods. All of which makes it quite 
probable that the experience during the last war, 
when basic conditions were rather different, will 
hardly offer reliable clues. 

Above all, the prospect is that there will be enough 
goods for everyone, barring total war, and this alone 
makes for a different pattern despite the certain de 
cline in the hard goods supply. Even in such lines as 
automobiles and appliances where demand was great- 
est in the past and where cutbacks may be deepest, 
a fairly adequate supply is indicated and there is 
little doubt that there is enough demand to absorb it 
all. Few goods, in fact, will disappear completely 
from the market. Thus competition for the consumer 
dollar between hard and soft goods will continue 
though conditions will favor at least some resurgence 
of soft goods sales. One important item in the con- 
sumer budget, rent, will be higher if only because of 
the widespread relaxation of rent controls as well as 
because of high postwar rentals. To the extent that 
this is so, and not offset by higher income, it is bound 
to restrict spending potentials elsewhere. 


Recent Spending Trends 
In appraising the outlook, it is of interest to exam- 
ine past spending trends. Last year, total consumer 
expenditures came to an estimated $191 billion and 
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thereof, over $140 billion was spent in retail stores 
compared with about $128 billion in 1949, with higher 
prices accounting for a substantial part, but by no 
means for all of the increase. Of this total, over $48 
pillion or nearly 35% was spent for durable goods, 
whereof over $28 billion or some 20% for automo- 
biles, parts and accessories. In other words, next to 
food which took 22.5 cents of the consumer dollar, 
the automobile accounted for the biggest single slice 
of consumer expenditures. 


The Picture in Early 1951 


Current estimates place the recent outgo (in early 
1951) for hard goods lines—autos, appliances, build- 
ing materials, hardware, television sets, furniture, 
housewares, etc.—at more than 37 cents of the retail 
dollar but by now the ratio is probably down some- 
what. That represented a new peak exceeding the 
previous high of 36.8 cents out of each dollar in the 
third quarter of 1950 when the post-Korean wave of 





Similarly, home furnishings took 5.4 cents of the 
consumer dollar compared with 5.1 cents last year, 
3.6 cents in 1943, 3.2 cents in 1941 and 4.1 cents back 
in 1939. Other comparative ratios for principal hard 
goods groups are shown in the appended tabula- 
tion based on figures compiled by the Department of 
Commerce. It aptly illustrates the shift in the retail 
buying pattern that has occurred since 1941, and 
particularly last year’s spurt in virtually every 
category. 

To all intents and purposes, however, the hard 
goods boom can be considered to be over. Demand 
recently has been far less robust than before, for rea- 
sons already indicated. The 1951 spending pattern 
will doubtless confirm this observation. Previous 
record purchases, diminishing supply, heavy instal- 
ment debt, higher taxes and rents plus the falling off 
in the rate of home building will see to that. 

As the public spent more for durable goods, a 
steadily declining share of the retail dollar was ex- 
pended for non-durables, that is clothing, shoes, 



































—— scare buying reached its crest. It contrasts with 15.6 drugs, food and similar items. This is illustrated by 
cents spent for hard goods in the war year 1943, the fact that 65.3 cents of every retail dollar went 
with 28.1 cents in 1941 and 24.7 cents in 1939, fig- for non-durables last year whereas 68.9 cents was so 

. ures that cannot but emphasize the enormousness of spent in 1949 and 84.4 cents in 1943. Back in 1939, 

= the postwar boom in durable goods. the ratio was 75.3 cents. 

A We already commented on the role played by the 

automobile but elsewhere sharp increases occurred .Low Point for Soft Goods 
too. We had a big housing boom. As a result, outlays 
for building materials and hardware last year rose The low point was reached in the third quarter of 
to 8.3 cents of the consumer dollar compared to 8.2 last year, the very period when spending for hard 
cents in the preceding record year of 1948, 5.4 cents goods made an all-time peak. During that quarter, 

rectian™ 1943 and 6.5 cents in 1939. only 63.2 cents of the retail (Please turn to page 162) 

it until 

efer to Sales of Retail Stores, by Kinds of Business, 1948-50 % Distribution of Retail 

t debt: (Millions of dollars) Sales by Kinds of Business 

od sav. Kind of business 1948 1949 1950 1941 1944 1948 1949 1950 

— spurt 

onally, All retail stores.......... 130,042 128,183 140,248 

ad Durable-goods stores 38,008 39,874 48,671 28.1 15.4 29.2 31.1 347 

qu 

t war Automotive group oo... 19,309 28,728 28,316 15.4 5.0 14.8 17.7 20.2 

t il Motor vehicle dealers...... 17,530 21,085 26,208 14.0 3.8 13.5 16.4 18.7 

» W Parts and accessories ...... PORRESe : 1,779 1,643 2,108 1.4 a 1.4 1.3 1.5 | 
Building material and hardware group. .................06ccccccceeeeseeseees 10,710 9,509 11,591 7.0 5.4 8.2 7.4 8.3 
nough Mash INES SI THEIR CURE Re ees, 220 os atc, 3s uae Roe evi Seat aay Seda dusnis awa eneceead 6,801 6,020 7,790 4.4 4.3 52 4.7 5.6 
3 alone FOE AAT T1110 BI tte ate ae er en eee OP ete 1,555 1,401 1,539 By 8 1.2 1.1 1.1 
in de Hardware eal lente ectes ae tee ctenaMaveicdeteccusencuciaasecciuuatlenetee 2,354 2,088 2,262 1.6 VS 1.8 1.6 1.6 

A Home furnishings group ..............s-ccssscssssssvesscssssssesssssssessesssssesensseee 6,725 6,537 7,625 47 3.6 5.2 5.1 5.4 

ines as Furniture and house furnishings ................cccccccceecsseesseseeeee 4,045 3,744 4,132 3.2 2.8 3.1 2.9 2.9 

great- Household appliances and radios...............c..ccccccccceseceecesseeceeeseede 2,680 2,793 3,493 1.5 PY 2.1 2:2 2.5 

eepest, DT a ye eae 2 a rn eer ae a ee ere pr ee een See 1,264 1,100 1,139 a 1.4 1.0 9 0.9 

ase : Nondurable-goods stores..........00.......cccccccceseccessecseesssseeeesseeeess 92,034 88,309 91,577 71.9 846 70.8 68.9 65.3 

sorb! 

letel [OI CTRS UC) CTS G0 Sa aa RIC ee ee ne ee Seer etree 9,865 9,175 9,303 75 10.0 7.6 7.2 6.6 

pletely Men’s clothing and furnishings ..........cc.....0...-s0s0s-vvsveeseeeeeeeee 2,412 2,223 2,265 2.0 2.4 19 17 1.6 

sumer Women’s apparel and accessories....................0cccccccceceeceeeeeseeseuees 4,530 4,193 4,214 3.0 4.6 3.5 = 3.0 

ntinue RGsmisan ys RACE COEMON GPIB GE 6 12.5505500 255. css Giseseesese.Saccecsasedcciecaccedecsases 1,386 1,281 1,310 vat 1.4 val 1.0 0.9 

rgence (ER eR ENR ae eee 1,537 1,478 1,514 1.4 1.6 1.2 1.2 1.1 

on ERS G0 Nie Ale AGRA ATR aT BELEN S 3,687 3,605 3,640 3.3 4.1 2.8 2.8 2.6 

le ¢ Eating and drinking places.............cccccccccscssssseseceseeoe 12,112 11,240 11,107 8.6 13.2 9.3 8.8 7.9 

use of MI ec kr ne elt es 30,506 30,298 31,622 227 261 235 236 22.5 

well as Grocery and combination ..........ccccccsscccssesssssesssssesssecsssesunvevenvecen 24,111 24,154 25,438 17.3 199 185 188 18.1 

1t that RE CES TE 6,395 6,144 6,184 5.4 6.2 4.9 4.8 44 

hous Filling stations ...........cccccseesssees 6,325 6,363 6,771 6.2 3.8 4.9 5.0 4.8 

General merchandise group 17,015 16,019 16,769 14.3 15.8 13.1 12.5 12.0 

Department, including mail order................... PE RIN | 10,618 11,228 Rue |= Ape See Ore On 

General, including general merchandise with food.................... 1,938 1,769 Wis OE Fike etek | wet re 
Dry goods and other general merchandise ..........................000... 1,609 1,509 eee aE Geek taeee | hahaa 9 Dae 

CCMENON NDE reo oe cache Cras sa ecovarepissas fi te doch Coss Pes kisser ps nudaedeaighe eaten 2,131 2,123 2,183 nace ¥. sede 

Le eT Cy oC asa ae epee a a ee ; 12,524 11,609 12,365 9.3 11.7 9.6 9.1 8.8 

exal- TCC eee IE Gite LAE ip ei erh ey ark AIRED oiled 1,854 1,760 Vea erie (YE “Se ag ene 
sumer I get oe eed A eaten 10,670 9,849 We Bikes os |. eh. aa, 

n_and Source: U. S. Department of Commerce, Office of Business Economics. 
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Happening Mn ke ANNI y s 


Washington tos 


UNLESS a strong national defense tie-in can be estab- 
lished, federal power projects recommended in the 
President’s budget but submerged until now by the 
larger questions of finance, will be lopped off. And 
mere desirability will not be enough to carry them 





WASHINGTON SEES: 


Opinions written by Chief Justice Fred Vinson 
since he went to the Supreme Court bench are 
being avidly gone over, but it’s the politicos and 
not the legal researchists who are most interested 
today. Vinson’s economic thinking, as expressed 
in his writings, has become a top-level political 
concern because word is spreading that President 
Truman has tapped the Chief Justice to be his 
successor. 


Changing times and recent events have found 
Mr. Truman under hammering demand that he 
retire to the financial security that now is his. He 
has often said he would rather be Senator from 
Missouri than President of the United States, and 
many of those informed on such matters say the 
job would be his “on a platter.” Since the Mac 
Arthur incident backfired, he has become stub- 
born about voluntarily leaving the White House, 
but if he could dominate the national convention, 
put over his candidate, he would regard that a 
vote of confidence, be satisfied. 


President Truman regards Justice Vinson not 
only eminently able, classes him as No. 1 friend 
outside the White House, but also considers him 
an assured winner. He’s a vigorous 60 years of 
age—certainly not too old to start a new job; a 
Kentuckian, he might be the answer to the Dixie- 
crat demands, and might save the President from 
the stigma of breaking up the party by a 1952 
defeat based upon a party split; he’s a “Truman 
man” who could be counted upon to keep the 
official family relatively intact, which would be a 
pleasing prospect to the “insiders”; as a judge, he 
was aloof from the scandals. Those are Mr. 


Truman’s reasons—mixing enthusiasm and logic. 
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| Vinson—Truman’s 1952 Choice? 


By E. K. T. 


through, for they are digesters of scarce materials 
to a degree that will make them most unpalatable t 
the industrial mobilization office. If the President 
were to be given all he asks in this field, the federally. 
owned plant would be 4 million kilowatts stronger, 
and begin to sound like nationalization. Private in- 
dustry has its own expansion plans, can stop the fed. 
eral spread by a strong case before congress. 


CONGRESSIONAL wags are suggesting that the best 
way to establish sound fiscal operation, lower taxes, 
and maintain a balanced budget, seems to be for the 
government merely to sit back and do nothing about 
the problem. First faced with Presidential demands 
for a two-package appropriation bill with about 10 
billion dollars needed at once, 6 billions more in a 
few months, the lawmakers seemingly have succeeded 
in procrastinating the 6 billions out. And they started 
with a very questionable budget balance ahead, and 
before long found they had a 2.9 billion surplus face- 
ing them in the eyes. So they have waited a little 
more, and comes the announcement: surplus, 3.5 
billions. 


RELEASE by the Defense Mobilization agency of a list 
of industrial plants which have been allowed to par- 
ticipate in the accelerated amortization program has 
created loose talk and was, in the form issued, a tac- 
tical error. The catalog was not accompanied by facts 
explaining that not all the facilities can be written 
off in five years, that those obviously speedily con- 
vertible to peacetime production will be on just about 
the same footing as ones not involved in the program 
at all. And for perfectly manifest reasons, the names 
of large corporations abound, with no mention that 
many were virtually drafted into the program. But 
railers against “big business” are drooling. 


CONTRACTORS on public projects for states and cities 
soon will be offered “termination clauses” in proposed 
contracts and similar amendments to others. Confu- 
sion over the application of control orders, and un- 
certainty whether manpower and material will be 
available is behind this type of agreement. If it be- 
comes apparent that the work cannot go ahead 
toward a reasonable completion date, neither the con- 
tractor nor the state or city would be penalized. 
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The Washington story still involves a single 
name: Mac Arthur. It dominates conversation in the 


Capital to the extreme pleasure of some and the great 
























distress of others -- the latter including lawmakers who 
: have "projects" which need first-pate publicity for 
P46} WE sustenance. Overnight, the general pushed the Kefauver 


Committee almost totally out of the newspapers, gave 
Senator Joseph McCarthy a complete publicity rest, and 













returned mink coats to department store advertising. 
Gf 7a Opinions on the right and wrong of the action 

taken by President Truman when he lifted Mac Arthur out of 
the Orient continue to follow the political party line. 














From the democratic party standpoint that is natural. The 
UTI, V5 party was thrown to a defense position with an issue of 
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magnitude that, instead of scattering the forces in rout, 
actually brought on a degree of solidarity that amazed 
even the White House. 

















If any of the republicans in congress foresaw a 
major political stroke in getting the general to Speak to 
the joint session, (it is somewhat openly reported that a few did!) they failed to reap a 
full harvest. The returned warrior had been given the greatest conceivable forum with 
no strings attached: he could counsel his fellow citizens, or he could punish his enemies 
-- and he chose the former. If he has personal political ambitions, he couldn't have 
picked a better way to promote them; but he remained aloof fromthe role of a headquarters 
politician. 




















Above the smaller considerations of personalities and politics still hovers 
the spectre of the controversy casting a readily definable shadow on many matters that 
need attention in the clear sunlight and air. When United States Senators reach the point 
of physical encounter (as happened in two cases) over the Mac Arthur incident, it becomes 
rather clear that they are ina bad legislative atmosphere. And not only domestic and 
Pacific matters hang in the balance, but also nany of immediate European concern. 

















If the general has created a blueprint for military action -- and appropria- 
tions -- it will run directly across the one to which the White House is committed, and a 
Stalemate may set in. The President is supremely confident of success, all the way. 
He scoffs at the suggestion that Mac Arthur's imprint on congress and the nation will 
prove indelible, recognizes that some legislation will be stayed; but not stopped, he's sure. 





Mr. Truman knows there is no compromise between his State Department's ideas 
and those put out by Mac Arthur in this instance and, his advisers emphasize, any retreat 
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Gen. Dwight Eisenhower. He was getting along nicely with implementation of the Military 
Assistance Pact in Europe with such political differences as were slowing his work 





One of the world's unhappiest men as a result of these developments is 

















Seemingly honestly placed -- troops for Europe legislation, etc. Mac Arthur de-empha- 
sized that operation, largely by stress upon the field from which he has recently returned 
but also, to some extent by direct references, If the Mac Arthur thinking prevails in 
that area, there are some who believe Eisenhower may as well abandon his job -- and he 














probably will! 





The cry that Mac Arthur was drummed off the post in a sell-out to Britain still 
is being heard in the Capital. The position taken by Mac Arthur clashes of course with 
much of the officially-declared policy of the British, but the Acheson ideas are far 
from a copy of those of the Foreizn Office. Fact of the matter is that John Foster Dulles 
has been given State Department approval for a "get tough" approach to London on the 
watter of the treaty with Japan. He's commissioned to carry it personally to 
Downing Street. 














Democrats have gained one seat in ille upper house of consress as a result of 
Senator Arthur Vandenberg's death; they now have a 50-46 majority. But for several 
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reasons it won't strengthen the hand of the Administration greatly. The absence of 





Senator Vandenberg fr from his desk - (he hadn't attended a session in months) had dropped the 4 


republicans voting strength and it was little more than paper strength anyway for the 
Michigan member sided uniformly with the Administration, especially on international 
affairs. 




















Another Vandenberg may be off the roster of federal officials shortly. The 
aviation industry has been beckoning to Gen. Hoyt Vandenberg, air corps chief of staff, 
and he's in a receptive mood. The general is the nephew of the late senator and they were 
in complete agreement on public matters of common concern and jurisdiction. President 
Truman would like to retain his relatively youthful air chief (51), probably won't be 
able to now. 





























But life hasn't been growing rosier for the military high command. The 
criss-crossing of money and arms, defense and economic missions, has created a spreading 
twilight of uncertainty. The State Department actually is the boss of the Defense 
Agencies to an extent never before dreamed of. General Mac Arthur's resistence was 
hardly typical, but there's something symbolic there. If President Truman has his 
way, the military-economic aid budgets will be disbursed almost wholly by the State 
Department. But he has congress to hurdle! 
































What Mr. Truman asks in effect is that copgress reverse itself, give to the 














time when the Department! Ss popularity on ng ere Hill is almost nil. 





It will be remembered that ECA was set up as a State operation; in fact was 
originally called the Marshall Plan, after the then Secretary of State George C. Marshall. 
The lawmakers changed that, created a separate agency on the theory that diplomacy and 
dollars can be a trouble-creating mixture. Many of them are in favor of abolishing it 
when its four-year life ends next year. Always with an "unless..." 








District Court conviction of Dr. Edward A. Rumely for contempt of congress for 
refusal to name subscribers to publications on the conservative side of politics, fol- 
lowing a series of acquittals of persons who had been indicted for refusing to answer 
whether they are communists, has congress thinking. Movements are being started to 
legislate some of the newer concepts of court contempt out of existence. Difficulty is in 
writing a law that will cover a state of the mind -- in this instance: What is "wilful 
default." 









































President Truman's latest message to Congress suggesting a seven point 
program to halt inflation is certain to Spark a new round of controversies. In the main 
this is because Mr. Truman, while solemnly warning that the worst inflationary pressure 
is yet to come, advocates still tighter Federal controls on nearly every front, but 
without a Single hint of governmental economies. In asking the legislators, however, 
for an extension of the defense production act that is due to expire on June 30, his plea 
naturally will be heeded, though with what tighter provisions is quite another matter. 




















The number one proposal to freeze the parity price of each farm commodity for 
the duration of the marketing season immediately stirred up a hornets nest among the 
leaders of the farm bloc. So many congressmen of both parties rely strongly on the favor 
of their rural constituents, that regardless of the merits of this long over-due sugges- 
tion, it seems very unlikely to win a majority vote after heated debate. While the speedy 
reaction that to freeze parity would in effect destroy its origianl concept seems quite _ 
valid, the same applies to virtually all of the emergency controls now in effect or on 
the way. 























About the only chance of an agreement to freeze farm prices seems to rest on 
a really effective curb on wage boosts, a matter that to date rests on a very insecure 
foundation, as indicated by current strikes and half-hearted compromises that still 
continue to push pay costs up. While Mr. Truman has warned that the workers must not 
expect higher pay and he now risks the antagonism of the farmers, his only way out of the 
dilemma will be to come out with direct insistence that the emergency impels immediate 
action that will affect both groups with equal impact, a move that would require much 
political courage. 
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By JOHN DANA gue wr 
Rise is reason to believe a a wie SS 
that the outflow of gold from ane ce 


this country to foreign nations, 
which has been going on almost 
continually since the start of 
the Korean war, will hence- 
forth diminish if not halt or 
reverse itself. 

Till the end of March, about $2.4 billion of our 
gold hoard has shifted to foreign accounts or left the 
country, thereby reducing the nation’s gold stock to 
some $21.8 billion, lowest level since September 1947. 
Though that means a significant decline from the 
peak of $24.8 billion in August, 1949, our holdings re- 
main appreciably above the 1945 level of $20.1 billion 
and more than adequate from any viewpoint. Never- 
theless, the latest outward trend has aroused a gooc 
deal of interest and some popular concern, however 
unjustified the latter may seem. Monetary authorities 
take the view that the gold outflow is actually bene- 
ficial and a most salutary development. 

What caused it in the first place, and the factors 
behind its recent petering out, however, makes ar. 
interesting story. Before going into details, it is wel! 
to recall the massive gold transfers that occurred in 
past years. While the latest decline in our gold hold- 
ings, in terms of duration and intensity, is the sharp- 
est on record, the drop is not as marked as was the 
rise in the years following the close of World War II. 

Thus in the period 1934-41, our gold stock increasec 
from $7.5 billion to $24 billion. During 1942-45, there 
was a reduction to $20 billion. Between 1946-49, there 
occurred a rise to about $24.5 billion, followed by the 
latest drop in 1950-51, to $21.8 billion. These are 
marked movements indeed, brought about by power- 
ful economic and political factors. The causes behind 
the latest outflow are equally significant. 

In an important sense, the gold outflow—and the 
increase in monetary reserves abroad generally—was 
a reflection of the extent to which foreign countries 
have recovered from the war, since it indicates that 
the most urgent requirements for imported goods 
have been satisfied. This point is illustrated by the 
sharp decline in our export surplus from $6.2 billion 
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in 1949 to about $2.4 billion in 1950. And accompany- 
ing this reduced export surplus was a net extension 
of U.S. Government aid of $4.1 billion without which 
most of the growth in foreign gold and dollar re- 
serves could not have been taken place. 

Actually, in this manner, we paid over $2 billion 
to foreign countries for goods and services bought in 
excess of those for which we received payments. For- 
eign aid, in other words, played an important part 
in increasing foreign owned dollar balances which 
can readily be converted into gold, and the latter, as 
we have shown, has been done on an increasing scale, 
in sl no doubt due to distrust of the future of the 
dollar. 


Outflow of Private Capital 


Apart from this, there was in recent months a 
marked increase in the private capital flow from the 
United States, motivated in part by fears of further 
deterioration of the international situation as well as 
by mounting inflation in this country. Perhaps the 
extent of this movement, frequently labelled as 
“flight from the dollar”, has been exaggerated. It 
consisted of bona fide investments as well as specu- 
lative movements of funds. Some of the latter went 
to such countries as Canada and Mexico in antici- 
pation of profiting from rumored currency revalua- 
tion. In the fall of last year, there also was an un- 
usual demand for sterling accompanying unfounded 
rumors of sterling appreciation though the bulk was 
probably due to rapidly expanding raw materials 
purchases from the sterling area. 

Speculation on sterling revaluation subsided 
towards the end of the year but raw material pur- 
chases until recently continued at a high level until 
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the latest de-emphasis of stock-piling which resulted 
in fairly sharp price declines for such commodities 
as rubber, tin, wool, etc. The rise and the falling off 
of such American purchases, closely related to de- 
fense needs and policies governing their acquisition, 
has in considerable measure been responsible for the 
steadily increasing gold loss and latterly, for its tap- 
ering off. 


Trade Factors Affecting Gold Movement 


In this connection, one might point out other 
factors that will likely make for a halt in the gold 
outflow. Foreign restrictions on imports from the 
U.S. imposed during the 1949 currency devaluation 
period have been eased fairly generally with the 
result that more dollar payments will be required to 
cover American exports, hence fewer dollars will be 
available to strengthen foreign dollar or gold re- 
sources. Also, because of their own shift into arms 
production, foreign countries are being forced to cut 
back their exports, with similar results. 

Latest foreign trade statistics bear this out. Our 
exports have been rising and foreign imports of 
American goods declining. Our stockpile purchases 
have been reduced to depress foreign prices, on either 
count paring foreign dollar earnings from that 
source. Moreover, American purchases of foreign 
goods have been sharply reduced by the effects of our 
price freeze which in some cases operated as a vir. 
tual import embargo. The upshot of all this will be 
fewer dollars accruing to foreign nations for possi- 
ble conversion into gold and repatriation in the form 
of gold. Already it has led to a marked slowing of 
our gold loss and in time may well halt it entirely, 
even reverse the trend. On the other hand, it may 
prove merely transitory, depending on various 
factors. 

One, and an important one, is likely the future of 
the dollar itself, our success in combating inflation 
and the further developments of the international 
situation. Should we fail to halt inflation, should the 
international situation become more precarious, the 
“flight” from the dollar is likely to continue. We have 
already mentioned how inflation and “cold war” im 
plications have spurred this trend in the past. They 
supplied the incentive for a good many investors, pri- 
vate and corporate, to look around for speculative or 
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investment opportunities abroad, particularly inf 
countries such as Canada and Australia, where infla. | 
tion has been less pronounced, or in Latin America | 
where American venture capital was attracted by in. } 


cipient booms in a number of countries. 


The outflow of such funds doubtless included sub. | F 


stantial amounts of foreign-held dollar balances. The 
movement at any rate tended to increase gold and 
dollar holdings abroad, and gold withdrawals from 
the United States. Periodically the movement has 
been spurred also by rumors of impending dollar 
devaluation (the raising of the gold price) no matter 
how groundless to-date these proved. Talk about dol- 
lar devaluation is likely to be heard on and off, giving 
occasional impetus to the flow of “‘scared” capital into 
other and presumably safer currencies, and as in 
the past, to conversion of dollar balances into gold. 

It is pertinent to throw light on another factor 
which has helped intensify our gold loss though its 
actual importance—and it is probably far from neg- 
ligible—is difficult to appraise. It is the kind of gold- 
dollar arbitrage in which various foreign central 
banks, and particularly the Bank of France, has been 
indulging for some time. This practice consists of 
buying gold in New York at the statutory price of 
$35 an ounce and reselling it in free gold markets 
abroad at premium prices, in the Paris market re- 
cently ranging between $42 and $45 an ounce, there- 
by reaping a handsome profit. Since the gold more- 
over is sold against dollars, of which there now is a 
plethora in Europe, the dollar proceeds can again 
be used for new gold purchases in New York—to re- 
peat the same transaction over and over again, or 
else to strengthen dollar reserves in this country— 
generally with a neat 20% increment. 


“Supporting the Dollar’ 


Sometimes these transactions are undertaken in 
the name of “supporting the dollar” which for some 
time has shown weakness vis-a-vis other currencies. 
Whether this is so, or whether the profit motive is 
uppermost, the practice certainly is at the expense of 
our gold holdings and to the benefit of foreign central 
banks, and there seems to be no easy way of stop- 
ping it. 

It is a wonderful and profitable means of convert- 
ing surplus dollars into gold as long as premium 
markets exist abroad despite the protestations of the 
International Fund. And our foreign aid programs 
have been instrumental in providing these surplus 
dollars. The dollar shortage since Korea has been fad- 
ing fast. As it now looks, there are too many dollars 
around. Apart from that, certain raw materials can 
be bought cheaper with gold than with dollars, not 
the least because of the premium which gold brings 
in free markets. 

As stated before, we can afford losing some gold, 
for we have plenty and a better distribution of the 
world’s gold supply must be viewed as beneficial. It 
permits foreign countries to strengthen their own 
currencies, makes for greater freedom of interna- 
tional trade and eventually should bring nearer the 
goal of freely convertible currencies. Above all, it 


strengthens the position of gold itself in which we are 


greatly interested if only by virtue of our own huge 
holdings which amount to about two-thirds of the 
world supply. Were the former imbalance in gold 
distribution perpetuated, other countries might well 
decide to get along without it. And that would hardly 
be to our interest. (Please turn to page 164) 
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Looking to the Fall 
By STANLEY DEVLIN 


i industrial indices move upwards, the 
cyclical textile industry currently appears stale- 
mated. In the historical past, any weakening in this 
industry has usually generated a general business 
downturn. However, in view of the defense program, 
it appears doubtful that such will be the case this 
time. Instead, textile activity is expected to show 
revived vigor by fall. 

The current situation has been largely caused by 
overpurchasing. Inventories from converter to re- 
tailer, which are abnormally high, it is hoped will 
be worked off by the year end. Thus, it is predicted 
that another wave of buying will ensue by late fall. 
By then the present lag of wages with higher prices 
will be balanced. Price levels should show greater 
stability and the consuming public will no doubt be 
better adjusted to higher tax levels. With greater dis- 
posable income, with tight credit restrictions on 
durable goods, soft goods sales at retail, most espe- 
cially apparel items, should swing upwards. 

Actually this time-table of events would serve the 
industry’s large mills well. Presently operating un- 
der widespread labor unrest, they are booked heavily 
with military orders. If a fair amount of civilian 
business is ordered later this year, industry analysts 
expect that sales volume will run very close to that 
of 1950. Profits, they expect, will show slight varia- 
tion tending on the downside, however, due to high- 
er taxes. The Excess Profits Tax will considerably 
burden yarn producers but less seriously affect 
weavers and converters. 

Already first quarter earnings for many of the 
larger companies show substantial gains over the 
similar 1950 period. This is because the industry 
got off to a slow start last year and much of the 
goods sold during the early months of 1951 repre- 
sent military orders plus business placed during the 
civilian buying rush last December and January. 
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While many a company could afford higher dividend 
payments—even year end extras—it is believed that 
management for the most part will handle such 
disbursements conservatively since operating ex- 
penses, due to higher inventory costs, higher wage 
rates and steep taxes, are taking a heavy slice of 
working capital. 

Moreover, considerable expansion into new fibers, 
new processing methods and more efficient equip- 
ment is well underway throughout the industry. 
These factors combined with the effects of price con- 
trol may herald the need for considerable new financ- 
ing. Under current conditions, it is doubtful whether 
too large a portion of this capital will be sought in 
the equity market. Instead, management is expected 
to show a preference for loans, when available, by 
banks and insurance companies. When required, 
preferred stock issues may be offered before large- 
scale additions to outstanding common stock are 
made. 


The Synthetic Fiber Industry 


The greatest prospect for growth, both in dollar 
volume and earnings, is expected in the synthetics 
segment of the industry with fiber producers like 
Du Pont, American Viscose and Celanese Corp., 
leading the way. While cotton and wool goods out- 
put during the past few years has steadily declined, 
output of rayon and other man-made fibers has 
shown steady growth. 

Last year, domestic production of rayon yarn and 
staple was 29% greater than in 1949, 12% above 
the previous peak year 1948. For the U. S. it is esti- 
mated that by July, rayon production will be running 
at an annual rate of 1.3 billion pounds. By March 
1952, it is expected that this rate will be stepped 
up to 1.5 billion pounds in contrast to 1950’s 1.2 bil- 
lion pounds. 

Added to this output is that of the noncellulose 
base yarns and fibers—Dynel, a Union Carbide and 
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Carbon product; glass fibers currently made by 
Owens-Corning Fiberglas Co., Glass Fiber Corp. 
and soon to be produced by Libbey-Owens-Ford Glass 
Co.; DuPont fibers, nylon, vinyon and orlon and a 
new acrylic fiber now in the pilot stage by Chem- 
strand Corp. recently formed jointly by American 
Viscose and Monsanto Chemical. Last year produc- 
tion of these fibers totalled 145 million pounds, a 
58% increase from the previous year. With added 
facilities, output this year should gain some 33%. 


Expanding Markets 


Widespread acceptance of rayons and synthetics 
is assured by already announced intentions of 
prominent weavers to expand their synthetics opera- 
tions. The reason for this is obvious. The industry 
has for too long been at the mercy of fluctuating 
international commodity prices and is anxious to 
stabilize it’s raw material costs as far as possible. 

Also, the markets for synthetic fabric both by 
industrial users and the apparel trades show enor- 
mous growth. 

Since World War II, tire manufacturers have con- 
sistently shifted from cotton to synthetic tire cord. 
With the current high price of wool, the carpet in- 
dustry is in the midst of a large scale shift to wool 
and synthetic blends and all-rayon carpeting. Both 
the Bigelow-Sanford Carpet Company and Mohawk 
Carpet Mills have recently purchased rayon pro- 
ducing facilities. Last December, Bigelow bought a 
controlling interest in the Hartford Rayon Co. and 
Mohawk has just acquired a controlling interest in 
the Delaware Rayon Co. 

And the military are taking a greater interest in 
blended fabrics and have requested a 15% set aside 
of tire cord output. The just announced 15% cut- 
back in wool purchases means that possibly more 
synthetics will be requisitioned by the armed ser- 
vices. A recently concluded study of the consump- 
tion of apparel type fibers during the past decade 
also shows the growing importance of synthetics. 
In 1940, before synthetics had made vast inroads 
into industrial use, rayon fibers represented 9.9% 
of all fibers used and man-made fibers one tenth of 
one percent. Last year, almost 20% of all fibers 
used by apparel makers were rayon and upwards of 
2% were man-made such as nylon, orlon, ete. 





MARKET ACTION OF TEXTILE GROUP 


220 
200 


180 


160 


COMBINED A 


149 


120 


100 














The synthetics industry has the further advantage 
of a far smaller increase in the cost of its raw mate- 
rials than have the cotton and wool segments of the 
industry. As a result they are suffering less under 
current price ceilings than the wool and cotton yarn 
and fabric producers. 

Earlier this year considerable fear of coming fab- 
ric shortages existed. Subsequently proved unfound- 
ed, such fear was caused by (1) shortages of chemi- 
cals which kept rayon production below demand- 
shortages which it is expected will be largely over- 
come by mid-year; (2) a short 1950 cotton crop due 
to government restrictions on planting which has 
now caused the government to seek a 16 million bale 
crop for 1951 and (3) by a world-wide shortage of 
wool due to the excessively high rate of consumption. 

In all probability the only shortage that may ma- 
terialize for civilians this year will be in popular- 
priced woolen garments. Since Korea, regular pro- 
curement of wool by the Army and the Air Force 
amounted to almost 150 million pounds and special 
procurements under the stockpiling program author- 
ized by Congress took an additional 70 million pounds 
before that program was suspended. This total of 
220 million pounds compares with an annual average 
of 265 million pounds during World War II years 
1942-45, 

Though no estimates of 1952 military wool needs 
have been released, current inventories of finished 
goods for civilians should assure adequate supplies 
and future government orders are not expected to 
equal those booked earlier in the year. Due to the 
slowness in civilian buying, third shifts and over- 
time work have been eliminated by the large mills 
and some of the smaller mills have recently closed 
down both because of insufficient volume and strikes. 

No figures have been released on military pur- 
chases of cotton goods, however, it is known that 
mills are heavily booked for such items as duck and 
combed and carded yarns but that sufficient capacity 
and raw materials are available for civilian business. 
Again due to the sparseness of current orders, third 
shifts and over-time have been eliminated. Not as 
extensively booked on government orders capacity- 
wise as are the woolen mills, cotton goods makers 
may not show as favorable a record by the yearend 
as some of the major rayon and wool goods pro- 
ducers. Considerable fear exists that consumers may 
be overbought on many cotton items including sheets, 
pillowcases, shirts and house dresses. 


Operating Margins Improving 


Though both the sales outlook and tax factors may 
militate against earnings progress this year, one 
advance appears certain: with better plant and 
equipment, operating margins are constantly im- 
proving. Here in brief detail is the current outlook 
for a representative group of the industry’s leaders: 

American Viscose Corporation, the nation’s larg- 
est rayon producers operated at capacity through 
1950 to meet growing industrial and consumer needs. 
Net sales totalled $267.4 million against $194.6 in 
1949 and exceeded those of the record 1948 year by 
10%. Net earnings last year amounted to $33.2 mil- 
lion against $20.2 million in 1949 or $7.83 per share 
compared with $4.66. During the year, operating in- 
come advanced 94% and taxable income 109%. 
Lower earnings, however, are indicated for 1951 be- 
cause of higher tax liabilities. 

Despite the current recessive tendencies in civilian 
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Statistical Data on Leading Textile Companies 
Net Sales Inventories Inventories Operating Ratio Net Per Share Div. Recent Yield 
1950 1949 1950 to Sales 1950 1949 1950 1949 1950 Price 
—— (Milion) -- ~ 4 4 7 
American Viscose . $267.4 $194.6 $26.7 10.0% 25.9% 16.7% $ 7.83 $ 4.66 $2.50 612 6.0% 
American Woolen . 150;1 132.1 70.8 47.2 5.9 1.0 4.39 1.18 1.00 38% 2.6 
Blumenthal (Sidney) 21.8 15.7 5.4 24.7 10.3 a 3.00 d.40 70 1156 6.0 
Burlington Mills ... . 286.91 263.4 62.41 21.7 17.3 14.0 4.571 2.86 1.41 2258 6.2 
Cannon Mills 174.9 137.1 30.4 17.4 6.7 10.4 3.48 4.30 3.00 52% 57 
Celanese Corp. 232.4 171.2 18.8 8.1 35.6 20.5 6.39 3.19 3.009 49% 6.1 
Duplan Corp. . 21.22 32.43 _ ~ _ 10.2 1.372 2.113 7019 14 5.0 
Goodall-Sanford 18.84 41.4 aa _ _ 1.95 1.154 505 - 22% _ 
Industrial Rayon 65.0 49.6 4.1 6.4 33.2 30.0 6.68 5.45 3.0019 65% 4.5 
Lowenstein & Sons 131.0 102.9 — - - 7.8 7.5011 4,33 3.37519 31% 7.6 
Pacific Mills 128.5 98.8 36.2 28.2 8.7 y A 6.39 4.49 2.5019 39% 6.3 
Pepperell Mfg. .... 66.6° 65.3 12.55 18.8 11.95 12.5 9.10° 11.30 5.00 67 7.4 
Rayonier ee 66.3 48.7 75 11.3 30.4 20.2 11.16 4.75 2.50 51 49 
ROOVOS BIGSs «on. ciciccsccccccss 27.54 48.35 _ _ 10.86 10.9 1.174 2.45 1.30 17 7.6 
Robbins Mills ............... 43.17 35.1 11.5 26.9 22.97 16.6 7.037 4.47 1.50 372 4.0 
Stevens (J. P.) 294.88 2775 67.3 22.8 13.3 12.4 6.78 6.61 3.00 41% 72 
ROxOnE 6 i82252:5. 87.5 67.8 15:5 17.8 6.9 d 2.38 d1.89 1.00 19% 5.0 
United Merch. & Mfg. 121.64 214.9° oa ~ 7.4 1.754 2.52 1.00 15% 6.4 | 
Wyandotte Worsted 18.57 18.4 3.5 18.9 8.5 13.6 1.617 2.90 .80 15% 53 
d—Deficit. 4_6 months ended Dec. 31, 1950. 8_Year ended Oct. 31, 1950. 
1_Year ended September 30, 1950. 5—Year ended June 30, 1950. 91951 rate. 
*—For 7 months ended Dec. 31, 1950, new fiscal 6_—Pre-tax margin. 10_Plus stock. 
year changed from May 31, to Sept. 30. 7_Year ended Nov. 30, 1950. 11_Estimated. 
%—Year ended May 31, 1950. 





























business, American Viscose holds the promise of 
dynamic growth. Total capacity is for over 400 mil- 
lion pounds of which abount 100 million are for 
viscose textile yarn, an equal amount for viscose tire 
yarns, 155 million for viscose staple and about 45 
million for acetate yarn. In addition, the company 
is a large producer of cellophane, currently increas- 
ing its 60 million pound capacity. 


Development of New Fiber 


American Viscose’s most ambitious expansion this 
year will be in the development of a new acrylic fiber 
and it also hopes to gain duPont licensing for the 
production of nylon. For this purpose it has joined 
with Monsanto Chemical to form the Chemstrand 
Corporation and is seeking a $110 million loand from 
institutional investors. 

The company’s working capital at the end of 
December equalled $106.8 million, a $19.5 million 
increase over 1949. Large capital expenditures will 
also be made this year to improve existing equip- 
ment, replace outworn machinery and to increase 
productive capacity of viscose staple acetate yarn 
and cellophane. Estimated cost of these projects is 
$90 million. 

During 1950, the LIFO method of inventory valu- 
ation was adopted and a stock split increased out- 
standing common from 2,500,000 shares of $14 par 
value to 5,000,000 shares of $25 par value. Total 
dividends on the common were $5 per share on the 
old stock or $2.50 on the new, including a year-end 
extra. Similar payments are expected this year. 

Industrial Rayon Corporation, the third largest 
domestic producer of viscose rayon filament yarns, 
suffered recently from cellulose and chemicals short- 
ages causing net income to drop to $2.3 million in 
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the first quarter of this year against $2.9 in the 
similar 1950 period and bringing per share earnings 
to $1.32 against $1.70 in the comparable period a 
year ago. 

As one of the automotive industry’s major sup- 
pliers of tire cord, as soon as raw materials short- 
ages are overcome, the company should derive good 
volume from this source of sales. Plant capacity 
totalling 85 million pounds at the end of 1949 should 
reach 100 million pounds by mid-year of which close 
to 70 million pounds is for tire yarn output. 

Although the Excess Profits Tax will restrict 
earnings, greater plant efficiency derived from new 
equipment as well as from the development of better 
yarn processing methods should widen margins. On 
peak sales of $65 million last year against $49.6 
million in 1949, the company earned $11.7 million 
against 1949’s $9.5 million or $6.68 per share versus 
$5.45 the previous year. 

Because the company is such a large supplier of 
industrial yarns and since it’s output for apparel 
is confined to medium-priced undergarments, for 
women, it is expected that it will be somewhat less 
affected by any decline in civilian volume. Profits for 
the year on military orders may be affected by re- 
negotiation and in apparel lines may be lowered due 
to the new price control rulings. 


Textron, Inc. 


Liquidation of high cost plants and the unprofita- 
ble apparel division has greatly strengthened the 
position of Textron, Inc., manufacturers of grey 
goods of which 41% approximately are synthetic 
fabrics, 20% cotton, 25% sheetings and blankets, 
8% rayon and nylon knit goods and the remaining 
6% nylon parachute cloth. (Please turn to page 160) 
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— AN INVESTMENT AUDIT 
By H. F. TRAVIS 


Y n few industries has scientific research paid 
such handsome dividends as in synthetic fibres. As 
an illustration, the fabulous growth of Celanese 
Corporation of America may be cited. From a tiny 
supplier of protective coatings for airplane wings a 
generation ago, this brain child of two Swiss 
brothers has blossomed into one of the world’s 
largest producers of chemical fibres with a sales 
potential this year of $300 million. 

Although sales have expanded to an annual rate 
almost ten times total 1939 volume—with benefit of 
only modest price increases—there is no evidence of 
slackening in the rate of progress. As a matter of 
fact, synthetic fibres enjoy so many advantages over 
natural cotton and wool that it is not surprising that 
the man-made substitutes have made such impres- 
sive headway. Rayon still accounts for a relatively 
small portion of the total textile market and could 
extend its growth much further before becoming as 
important as cotton. Competition for wool from 
synthetic materials has developed only in recent 
years and because natural wool has soared to such 
extreme price levels, chemical fibres promise to be- 
come increasingly competitive. 

Acetate rayon, of which Celanese Corporation is 
the largest producer in the world, and viscose rayon 
are the principal chemical fibres offering competi- 
tion to cotton and wool. They have been able to 
strengthen their position chiefly by reason of the 
fact that leading manufacturers have developed new 
methods and have opened additional markets for 
their products so effectively that rayon prices have 
advanced comparatively little since 1939, while 
natural fibres have skyrocketed in line with most 
other commodities and other things that money buys. 
The fact that costs of raw materials have been con- 
trolled to some extent by rayon producers has con- 
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tributed in some measure to stability of acetate 
and viscose rayon. 

This factor of cost is important, for in the 
long run it will prove the major determinant of 
the effectiveness of competition with natural 
fibres. Celanese is proud of the fact that since 
1939, while the Bureau of Labor Statistics cost- 
of-living index was rising 84 per cent, prices 
quoted for acetate filament have increased 41 
per cent and for acetate staple only 4 per cent. 
This record has been achieved in the face of an 
increase of 170 per cent for acetic acid, cotton 
linters, wood pulp and other raw materials and 
a rise of 174 per cent in the cost of labor rep- 
resented by wages, holiday and 
vacation pay, pensions and group 
insurance. 


















































Acetate rayon, being essen- 
tially an engineered chemical 
product, the com- 


pany points out that 
it is highly respon- 
sive to technological 
improvements in 
manufacturing, 
Constant emphasis 
on research and im- 
provement in manu- 
facturing facilities 
has yielded outstanding economies. Moreover, steady 
growth in volume has raised the investment return 
on each dollar of capital invested. 


As part of a large program of diversification and 
integration, the company ventured into other manu- 
facturing fields to assure an adequate source of raw 
materials. A modern plant for producing acetic acid 
and solvents from natural gases was constructed in 
Bishop, Texas. Later, through a leasing arrange- 
ment with the Canadian Government, a new cellulose 
wood pulp plant was started at Prince Rupert, Brit- 
ish Columbia. It is just getting into production. 
These developments promise not only to supply ur- 
gently needed raw materials but to contribute im- 
portantly to stabilizing the market for chemicals and 
pulp purchased from others. 


Celanese has no intention of producing all its re- 
quirements for acids and wood pulp—it hopes merely 
to be able to supply such a portion as to minimize 
its dependence on other suppliers. As the manage- 
ment points out, a program of producing a substan- 
tial portion of its needs by the most modern and 
economical processes discovered has a constructive 
effect on general market prices and results in im- 
proved operating efficiencies, as well as providing 
for the company’s future growth. 


No Emphasis on Fabrics and Other End-Products 


In like manner, Celanese has no intention of em- 
phasizing production of fabrics and other end-prod- 
ucts. The company was compelled to enter the field 
of weaving yarns and producing textile fabrics in 
order to set patterns for mills engaged in this end 
of the business. Displacement of natural raw mate- 
rials proved a difficult task until Celanese had pio- 
neered the development and proved a ready market 
acceptance of finished goods. It is noticeable that 
in the vast expansion in recent years of facilities 
for producing raw materials, chemicals, yarns and 
plastics, the company has avoided enlarging plants 
engaged in producing fabrics. Thus the policy of 
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vr educating the industry is being continued in the face 
of growth in consumer demand for fabric ouput. Comparative Balance Sheet Items 

th Management’s vision in entering the chemical field 

" of several years ago, primarily as a move to strengthen eaieiien a bale 

eal its competitive position in plastics, has contributed 1941 1950 

fine in pg degree to enhancement of earnings. Not ASSETS (000 omitted) Change 

mt ee er et tic acca is Ry by the com- Cash & Marketable Securities. $ 27,102 $ 61,683 +$ 34,581 

“ices es eee mee operations by any means. Receivables, Net 6,903 22,562 + 15,659 

1 4] Sharply increased demand for formaldehyde and Inventories 8,408 18,813 + 10,405 

ent. | Si Conjunction with operations to supply eratical || Tora CURRENT ASSETS. 42527 103058 60501 

, on in conjunction with operations to supply critical is teaanes js <a ‘ sayin 

éton materials for making cellulose fibres taxed facilities ecueaedn re an. 1 wae 
in the latter part of 1950 and persuaded manage- : oS 

and - Other Assets 3,344 3,969 + 625 

rep- ment to proceed with expansion plans. TOTAL ASSETS $101,041 $274,364 +$173,323 

and Capitalization Changes LIABILITIES 

roup Accounts Payable $ 2,454 $ 7,661 +$ 5,207 

—, Confidence in the outlook was evidenced by com- |} *<cvels — oa... aa 

1ical | Pletion of plans recently for simplifying the capital TOTAL CURRENT LIABILITIES 12,553 25,559 + ‘13,006 

.om- structure through an offering of additional preferred Other Liabilities 649 a 

that stock and providing common shares for subscription ieenniie 1,500 3,591 + 2,091 

pon- by key officials. The new 414 per cent convertible Long Term Debt 27,700 69,188 + 41,488 

rical preferred was offered to common stockholders at Preferred Stock 35,070 55,243 + 20,173 

* par and to holders of 7 per cent second preferred Common Stock 1,376 2,337 + 961 
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anu. | it. is anticipated that foreign investors will take ; 
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sady This long awaited capital adjustment aimed at . : 

Lee removing high dividend rate preferred shares that figures show that acetate yarn and staple fibre out- 
could not be redeemed, is expected to give the com- put rose from 231 million pounds in 1946 to 444 
mon a higher investment rating. Management’s well million last year for a 90 per cent expansion, whereas 

and conceived policy of keeping common dividends in viscose gained only 27 per cent in the same period 

anu- line with earnings by raising regular distributions in growing from 398 million pounds to 505 million 
raw | as warranted and avoiding “extras” also has con- pounds last year. This comparison does not include 
acid tributed to growing investment appeal. high tenacity viscose yarn produced for the tire in- 
din If present plans mature as projected by manage- dustry, but includes only that going into textiles. 

nge- ment, increased volume is expected to bring about a Although one may doubt whether such rapid 
lose | higher plateau of stable earnings and provide a growth can be maintained, it must be admitted that 

Brit- basis for increased dividends. If such a development potentials look impressive. One needs only to observe 

tion. | should find reflection in higher quotations for the that the carpet industry finally is turning to syn- 

| Ur shares, it would be logical to look for a sizable stock thetic fibres in a big way. Prejudices against substi- 
a dividend or split. Management 

on has indicated its policy of break- |  CELANESE CORP. - 
ing up stock into smaller units [°=—>—>——4 ais oe ee ee Feigagen Sen 
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tutes for natural wool have been overcome as the 
public has displayed ready acceptance of carpets and 
rugs made from combinations of wool and rayon as 
well as from 100 per cent synthetics. Celanese has 
pioneered in developing high quality fibres competi- 
tive with wool and highly satisfactory from the 
carpet weaving standpoint. 

Authorities feel convinced, moreover, that the 
surface has only been scratched in rayon’s competi- 
tion with wool in suitings for men and women. In- 
tensive research has enabled yarn producers to 
develop attractive materials combining chemical 











In addition to enlargement of production in this 
country, Celanese is expanding in Latin America 
through a wholly owned subsidiary. This develop. 
ment offers considerable promise over the longer 
term, for low cost textiles would enjoy a huge mar. 
ket in South America. There are two plants in 
Mexico, one manufacturing acetate and another vis- 
cose fabrics. An acetate yarn plant is being built 
near Bogota in Colombia and another has been 
projected for Venezuela. These new ventures are 
being financed out of earnings abroad. 

So long as steadily expanding markets promise to 















































fibres with natural wool yarns in making fabrics for absorb all chemical fibre products Celanese can pro- 
the clothing trade. New weaves have been achieved duce, management has indicated it will continue to ee 
by exclusive use of a single fibre. Thus an extensive enlarge production. Meantime, intensive efforts are MRmas 
market for rayon appears beckoning in suitings for under way in research laboratories to perfect new 
winter wear as well as for light-weight summer products that may be put on the market at a time 
styles. when demand can be created. The company’s “Forti- 
These two promising outlets seem likely to take up san” strong yarn has shown indications of renewed 
any slack in demand that may come with a slower vigor since beginning of the Korean war and facili- 
tempo in military requirements for textiles. Celanese ties are being increased for this item. 
observers estimate that the carpet industry reason- A new fibre suitable for hosiery and underwear, 
ably might be expected to take 20 million pounds of presumably somewhat similar to nylon, is being 
chemical fibre production in a normal year and _field-tested, but management has indicated that con- 
clothing manufacturers could become increasingly siderable time may be required to determine market \ 
important. potentialities and to simplify production problems, 
The new product is believed to have intriguing pos- 
Activities in Plastics sibilities, but acetate yarn will remain the major 
product for the foreseeable future. 
Although from a long range growth standpoint, Celanese is one of the most vigorous representa- 
plastics activities promise interesting possibilities, tives of the industry in its current expansion pro- 
the company regards this field as a stabilizing influ- gram. Operations are expected to be enlarged to 
ence in bolstering chemical fibre operations. As the almost 400 million pounds annually by the beginning 
largest producer of cellulose acetate, it was natural of 1952, and this development seems likely to account 
for Celanese to move into the field of cellulose plas- in substantial measure for growth in the industry’s 
tics—molding compounds as well as cast and ex- production rate to 1.5 billion pounds a year. To 
truded sheets and films used in a variety of indus- assure adequate supplies of cellulose pulp, the com-f ma) 
tries for packaging and as coatings. pany is bringing into production this summer its} guy 
Probably the chief motivating factor for expansion big Prince Rupert mill. At the same time, improved } pat} 
in this direction was the fact that the same sort of manufacturing techniques are being introduced} 4. 
chemicals could be utilized. Thus greater flexibility wherever possible to hold down costs. pro: 
of operation could be achieved through interchange- mor 
ability of raw materials. The film packaging mate- Gain in Productive Efficiency Mar 
rials on which the company is concentrating, affords wee 
more satisfactory profit margins than molding Although management has had to keep pace with F org, 
powders and offers more attractive growth pos- other industries in raising hourly wages, it has} wel] 
sibilities. minimized adverse effects (Please turn to page 162) | Fur 
prov 
a _____________ ___________i EE afte 
| Long Term Operating and Earnings Record i 
— acte: 
“es unit 
Net on good 
| Net Operating Operating Net Profit Net Invested torie 
Sales Income Margin Taxes Income Margin Per Div. Per Capital and 
| (Millions) % —(Millions) % Share Share % Price Range real] 
a eT) Cee $232.4 $82.7 35.6% $41.0 $40.3 17.3% $6.39 $2.55 22.9% 56%4-29% = 
DE ccosinsbenstsnuse niece ciintnesibasinies 171.2 35.9 20.9 13.6 20.6 12.0 3.19 2.40 13,3 3434-2312 le 
POI, scxsennsssccusvaarieasetsnesonsivosisins 230.3 67.3 29.2 26.6 39.4 17.1 6.61 2.20 26.4 391-22 eos 
I sccscinstsnassubinintsiaseieiintexiotivca takes 181.0 415 22.9 16.1 24.1 13.3 3.83 1.30 19.2 28%-17% are 
I: scexsikicoviininonahahomenesiehinesapsinedahee 135.2 28.4 21.0 11.7 16.0 11.8 1.40 90 14.0 237%-18% is 
BI seicicepincirnpnainiisininiabalivininniat 104.1 20.9 20.1 7.0 7.6 7.3 90 55 8.6 2612-1456 defe: 
BE cc pasccesder ai ucwssewigeaieeomnceasinldionniesic 101.6 20.1 19.7 12.4 7.2 7.1 82 50 9.1 16%4-12% So 
TI caus hue csstnieadedimiae 94.5 17.8 189 11.1 6.2 6.6 71 50 10.2 16%-10% oe 
I ai ace iN tht las te 86.1 20.9 24.3 12.6 7.1 8.2 1.04 50 117 11%- 6 quite 
RET Te Ne oP ee 62.2 149 23.9 6.8 7.1 «11.4 80 50 12.1 12 - 7% af ies 
at ca 
10 Year Average 1941-50... $139.8 $35.0 23.6% $15.8 $17.5 11.2% $256 $1.19 14.7%  56%- 6 Thes 
not s 
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By PHILLIP DOBBS 


= some easing in paper de- 
mand during recent weeks, above average con- 
sumption of virtually all paper products is 
rather clearly indicated for many months to come. 
As matters now are, supply and demand have ap- 
proached a more desirable balance, following many 
months of intensified buying and supply difficulties. 
Many mills will continue to operate on a six-day 
week basis, and a moderate shrinkage in backlog 
orders should merely facilitate shorter deliveries, as 
well as minimize the problem of tight pulp supplies. 
Furthermore, the current lag in new orders should 
prove temporary, with a sharp recovery probable 
after midyear. 

Under normal conditions, some decline in paper con- 
sumption, especially of packaging materials, is char- 
acteristic at this time of year. Presently, a decline in 
unit sales by department stores of both soft and hard 
goods has induced caution in accumulating inven- 
tories of cartons, kraft wrapping paper and bags, 
and this has been noticeable at all levels, but in no 
really significant manner. In the week ended March 
31, 1951, for example, new orders for paperboard 
involved 258,000 short tons compared with 345,000 
tons in the week of March 3, but were still 16% 
above a year earlier. Additionally, paper products 
are so rapidly expendable, that replenishment of 
inventories in a defense economy cannot long be 
deferred. 

Some segments of the industry continue to be very 
hard pressed in meeting heavy demand, although not 
quite so severely as in earlier months. Manufacturers 
of kraft wrapping paper, for instance, are operating 
at capacity, but require 60 to 90 day delivery dates. 
These mills are accepting orders more freely than 
not so long ago when “rush” buying prevailed. 
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Newsprint producers are operating under boom 
conditions influenced by record promotional outlays 
by advertisers, with no signs of any diminution in 
demand. Manufacturers of book paper, also, find 
demand slightly heavier than production, although 
inquiries have become a bit less insistent. By and 
large, the paper industry is in a healthy position and 
should continue to reap the fruits of postwar expan- 
sion and modernization throughout 1951. 

The main problem faced by the industry involves 
the supply of essential raw materials for paper and 
paperboard manufacture. Early this year, the Ameri- 
can Pulp Association was warned that pulp supply 
might be 15% lower this year than last. Wood pulp 
production, however, has been maintained at a high 
level relative to consumption in recent months, ac- 
cording to the Department of Commerce, and Cana- 
dian producers aim to increase their output. 

Greater usage of waste paper, rags and straw 
seemingly have eased the strain, but prices of waste 
paper have soared in the process. Fully integrated 
paper manufacturers are much better situated under 
current conditions than those dependent on outside 
sources for their pulp supply. 


Materials Shortages 


Scant supplies of essential chemicals create a more 
serious dilemma. Such items as sulphur, chlorine, 
caustic soda and soda ash are on the critical list, 
because of record demand for these chemicals by a 
long list of defense industries. Sulphur supply, par- 
ticularly, has become so inadequate that rigid alloca- 


143 


















tions by NPA may become necessary. All of the chemi- 
cals mentioned are essential to the manufacture of 
paper products, if their standard quality is to be 
maintained. ' 

In February, the Government ordered paper mills 
to reserve from 5% to 10% of their output for pos- 
sible purchase by various official agencies. The larger 
percentage applied to unbleached kraft grades, print- 
ing and converting papers, book and fine papers, the 
latter in heavy demand by all Washington depart- 
ments. At the time it was not expected that this order 
would reduce the amount of paper available for 
civilian consumption, although priority orders would 
affect the situation. 


The Price Situation 


As to prices, the industry prior to the “freeze” 
had advanced prices considerably in the fall months, 
and is in an advantageous position to operate under 
the new controls. Newsprint prices, for example, 
rose $6 per ton to $106 last November, after a 
lengthy period when $100 per ton was charged. 
Quotations for fine paper, kraft products and simi- 
lar items also rose last year to widen profit margins 
on increased sales. Most paper manufacturers en- 
joyed record net earnings in 1950. While their 
operating earnings may increase in the current year, 
higher taxes will likely cause a moderate decline in 
net income, with impacts varying among different 
companies. Dividends generally should continue to 
be liberal. 

In the appended table we present statistical in- 
formation on a number of leading paper manufac- 
turers representing various segments of the industry. 
Since the data cover operations in both 1949 and 
1950, comparisons between the two years as well 
as between companies in related fields are possible. 
As the status and operating potentials of these com- 
panies vary considerably, we will discuss some of 
the situations individually. 

The outbreak of war in Korea profoundly affected 
the operations of Union Bag & Paper Company last 
year. Demand for bags and containers rose so 
sharply in the last half year that, aided by increased 
prices, 1950 volume advanced to a new record of 
$80.3 million. Despite capacity operations, the com- 
pany could not fully meet demand. While increased 
taxes prevented the attainment of record net earn- 
ings, Union Bag earned $7.23 per share compared 
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with $5.01 in 1949. 


The management foresees a temporary decline in 
demand at some time in 1951 as a result of inventory F 


liquidations, but has predicted unusually heavy de- 


mand for kraft packaging products for some years [ 


to come. In the circumstances, a major expansion 
program will be undertaken at the Savannah plant 
to increase production of kraft paper and paper. 
board by 400 tons daily. Scientific foresting methods 
applied to the company’s 700,000 acres of timber- 
lands assure a pulp supply equal to about 60% of 
requirements. 50 cents quarterly dividends seem 
easily assured and despite heavier taxes, extras may 
bring the full year total to $3 per share as in 1950. 
Last year’s operations of International Paper Com- 
pany broadly reflected advantages derived from 
large scale expansion and modernization in the last 
few years. Tonnage production rose to 3.5 million 
tons from 2.9 million the year before, while dollar 
sales advanced to $498.4 million from $415.5 million. 
Net earnings, after allowing for preferred dividends, 
improved to $7.39 per share on the presently out- 
standing common, compared with $5.70 in 1949. 


Emphasis on Kraft Products 


In no small measure, the growth of this company 
in recent years has been accelerated by increased 
emphasis on production of kraft paper and paper 
board, a substantial portion of which is directly con- 
verted into shipping containers, multi-wall shipping 
sacks, milk containers, etc. Installation of modern 
equipment permits efficient production of these fin- 
ished items. While International Paper continues as 
a very large producer of newsprint, especially in 
Canada, on a tonnage basis this product now repre- 
sents only about 22% of the company’s over-all 
output. 

Given manpower and the necessary materials, 
International Paper anticipates a year of high level 
production and demand. As an expression of confi- 
dence over increasing demand for paper and paper 
board in coming years, the company spent a net 
amount of about $34 million for capital improve- 
ments last year, and has appropriated an additional 
$43.7 million for 1951. An exceptionally strong finan- 
cial position has permitted segregation of cash and 
securities to cover most of the contemplated outlays 
this year, and depreciation allowances should supply 
the balance. 

Because of price controls, heavier taxes and ma- 
terials shortages, it is difficult to forecast this year’s 
earnings of the company, but 1950 net so widely 
covered the current 75 cents a share quarterly divi- 
dends that their stability seems assured. 


Scott Paper Company 


For the seventh consecutive year, sales of Scott 
Paper Company established a new high record. In 
1950 reaching an all-time peak of $97.7 million 
versus $83.5 million in 1949. Higher unit volume 
accounted for more than 90% of the gain, reflecting 
enlarged facilities and increased operating efficiency. 
Last year alone, $10 million was spent for plant 
improvements, part of which will expand production 
in the current year as the new facilities begin 
operations. 

Net earnings after increased taxes rose by 30% 
in 1950 to a new high of $3.90 per share on the 
common stock (split 2-1 last July), thus covering 
present quarterly dividends of 50 cents a share by 
a comfortable margin. Scott Paper Company for 
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years past has won increasingly larger markets for 
its tissue specialties, and aggressive policies enhance 
its future outlook. The management has stated that 
military orders have been received, and that con- 
tracts for additional pulp have been made to supple- 
ment the supply from its own or partly controlled 
sources. 

Great Northern Paper Company, one of the larg- 
est manufacturers of newsprint, sulphite pulp and 
paper towels, operated at a handicap last year be- 
cause of a protracted drought in Maine. While con- 
ditions improved late in 1950, higher operating costs 
reduced taxable income to $7.3 million from $7.7 
million in 1949. Federal taxes on income, including 
a modest $26,000 for EPT, reduced net earnings to 
$4.33 per share as against $4.87 the year before. 


The company does not report dollar sales. It nor- 
mally is a low cost producer of newsprint and owns 
a vast acreage of timber lands. Efficiently conducted 
operations have permitted regular dividend payments 
since 1914. A total of $3 per share was distributed 
last year, including a year-end extra of 60 cents. 
Favorable operating conditions and strong finances 
suggest similar liberality in the current year. 


West Virginia Pulp & Paper Company has been 
noted as one of the lowest-cost paper producers in 
the industry, and outlays of about $50 million for 
plant improvements in postwar have strengthened 
its position in this respect. The company’s output 
is fairly evenly divided between white paper, white 
paperboard, hundreds of stationery items, paper 
cups, sanitary containers, paper milk bottles on the 
one hand, and kraft paper and paperboard on the 
other. Aside from these, chemical products derived 
from processing pulp swell volume. Of total dollar 
sales last year of $95.4 million, $58.2 million repre- 
sented white paper, $9.4 million kraft paper, $21.8 
million kraft paperboard, and $5.9 million chemicals. 
Altogether, 682,334 tons of products were sold in 
fiscal 1950, ended October 31 last. 


A combination of higher prices, enlarged volume 
and improved efficiency enabled West Virginia Pulp 
to widen its operating ratio last year to 20.6% from 
15.3% the year before, despite higher wage and ma- 


MAY 5, 1951 


Financial Data on Leading Paper Companies 
Net Sales 1950 1949 Net Per Share Div. Recent Yield 
1950 1949 % % 1950 1949 1950 Price 
—-($ Million)-- Operating Ratio 

Champion Paper & Fibre .................. $ 75.21 $84.93 16.5% $ 6.631 $ 7.553 $ 3.006 53% 5.6% 
Container Corp. of Amer. 154.8 114.7 14.3% 12.5 5.87 4.23 2.75 39% 7.0 
Crown Zellerbach 164.4- 171.94 *22.2° 18.04 5.712 6.124 2.20 ; 52 4.2 
BPMN RB os i osadtoccdesccsnad 29.3 23.1 22.3 15.0 12.18 7.44 3.00° 6142 48 
Gair, Robert... 56.8 42.8 11.7 8.3 2.14 1.31 1.00 135 7.3 
Gaylord Container... 62.4 51.6 16.8 10.4 2.94 Vai 1.50 26% 5.7 
Great Northern Paper n % 4.33 4.87 3.00 51 5.8 
Hinde & Dauch 38.8 SUF 14.6 13.3 3.75 2.51 1.80 20'2 8.7 
International Paper 498.4 415.5 24.0 20.4 7.39 5.70 73.006 535 5.6 
Kimberly Clark .. 131.3 113.2 15.7 12.7 6.30 5.29 2.406 p 45 5.3 
Lilly Tulip Cup 37.7 28.8 18.3 10.7 8.87 4.47 2.0712 ' 5342 3.9 
Mead Corp. 93.4 76.3 13.4 af 5.71 3.28 2.20 : 26% 8.2 
National Container 46.6 31.9 23.8 14.6 2.42 95 808 13% 6.1 
Rayonier 66.3 48.7 30.2 20.2 9.61 4.75 2.50 5034 4.9 
St. Regis Paper 154.7 27:3 13.2 6.7 2.10 91 70_ 14% 4.9 
Scott Paper 97.7 83.5 15.0 11.4 3.90 3.04 2.657 52 5.1 
Sutherland Paper . 39.4 29.0 13.9 22 7.66 4.62 2.50 49% 5.0 
Union Bag & Paper. 80.3 65.4 25.5 19.2 7.23 5.01 3.00 42 7.1 
West Va. Pulp & Paper 95.48 88.4 20.6 15.3 12.93 9.31 5.00 81 6.1 

*—No sales reported. %—Year ended March 31, 1950. ®—At 1951 rate. 

1_9 months ended December 31, 1950. 4—Year ended April 30, 1950. ‘—Plus stock. 

“—9 months ended January 31, 1951. “—Pre-tax margin. “—Year ended Oct. 31, 1950 





terial costs. After absorbing $3 million higher income 
taxes and EPT, $12.2 million was earned or $12.93 
per share compared with $9.31 in the prior year. 
Since 1942, not less than $5.80 per share has been 
earned, and the average for the past four years has 
been $9.44. The directors declared dividends totalling 
$5 per share in 1950, including a $3 extra, and 
chances are good for a like experience this year. 
1950 was one of the best years in the long history 
of Gaylord Container Corporation, and the outlook 
for 1951 is bright. Sales of $62.4 million were at a 
new high, and unit output also established a peak. 
Margins widened on larger sales, despite increased 
operating costs. As none of the company’s earnings 
for 1950 were subject to excess profits taxes, net 
income of $2.94 per share compared with $1.77 in 
1949. In 1947, though, $4.06 per share was earned. 
The management estimates that during 1951 the 
company can earn $2.63 per share before EPT will 
be applicable. In the current year, demand from the 
Government and many industries for Gaylord con- 
tainers should increase, as these are required for 
packaging quite a long list of goods including muni- 
tions. The company owns or leases mineral rights 
on about 450,000 acres of land in Louisiana and 
Mississippi, where drilling operations for oil are in 
progress to a limited extent. Eventually these hold- 
ings may prove of considerable value. For the past 
four years, Gaylord Container has paid dividends 
totalling $1.50 per share, and the quarterly dividend 
rate of 3714 cents probably will not change in 1951. 


Mead Corporation 


Mead Corporation operates thirteen paper, pulp 
and paperboard mills, and all divisions last year were 
unusually active. Mead sold 329,912 tons of printing 
and publication paper in 1950, about one-third of 
white paper going to nationally known magazines, 
largely on long term contracts. Additionally, the com- 
pany and its affiliates sold 317,965 tons of corrugat- 
ing and linerboards. Dollar sales of $93.4 million 
reached a new high. Net earnings of $5.71 per share 
compared with $3.28 in 1949. 

(Please turn to page 164) 
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E.P.T. IMPACTS 
on EARNINGS 


—As Shown in 1950 
Corporate Reports 


By GEORGE W. MATHIS 


| ES corporate reports reveal in an 
interesting manner the varying impact of excess 
profits taxes on net earnings. As is now realized, 
unusually favorable operating conditions enabled the 
great majority of concerns to absorb this impost and 
yet attain record profits. Because EPT will be reflec- 
tive for the full year 1951, rather for six months as 
last year, the tax is gaining significance. Thus it is 
appropriate to study the matter somewhat more 
closely, especially as during at least a part of the 
current year, the corporate income tax rate may 
again be hiked. 

To refresh the memories of our readers, the nar- 
mal and surtax rate last year was raised to an 
average of 42% from 38% in 1949. Also imposed 
was an excess profits tax of an additional 15% of all 
income above allowed exemptions, but the combined 
taxes were given a ceiling of 62%. Under the current 
law, a normal and surtax rate of 47% and 30% for 
EPT, or a total of 77%, are effective in 1951, sub- 
ject to the same 62% ceiling. 

The E.P.T. law is so complex that it is impractical 
to apply generalities to the procedures of any given 
concern. Allowance for size, growth situations, and 
alternate methods of computing exemption bases 
are only a few of more than a dozen factors that 
prevent reliable estimates of earnings after EPT in 
advance of actual experience reported. Additionally, 
what taxable earnings may be in the future is per se 
a matter of conjecture. On the other hand, the tax 
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tistical evidence shown jp 
last year’s reports furnish 
clues to the varying vulner. 
ability of this or that con. 
cern to the excess profits 
tax. 

To aid in a study of the 
influence of EPT on last 
year’s operations of a g¢. 
lected number of prominent 
firms, we append a list 
showing the tax factors as 
they apply to a number of 
companies. These were 
chosen to reveal both rela. 
tively sheltered and vulner. 
able positions as to excess 
profits taxes. We have pur- 
posely included companies 
where the managements 
have thrown considerable 
light on their EPT prob. 
lems in their annual re. 
ports, in some cases going 
so far as to indicate their 
estimated exemption base 
and the methods used for 
these computations. 

1950 pretax earnings of 
American Brake Shoe rose 
to $12.3 million compared 
with $5.9 million in 1949 
and $8.1 million in 1948. 
The management has esti- 
mated its excess profits tax 
credit either under the in- 
vested capital method or the 
average earnings method at 
approximately $5.6 million 
before regular corporate 
taxes. It is interesting to note that dividends received, 
Canadian earnings and capital gains on the sale of 
fixed assets, totalling $1.3 million in 1950, were not 
subject to EPT. 

Although the company’s EPT amounted to $800,- 
000 and total United States and Canadian taxes on 
income were $6.4 million compared with $2 million 
in 1949, net of $5.17 per share was earned versus 
$3.22. The company points out that on the basis 
of 1950 results, higher taxes in 1951 could pare earn- 
ings by about $1.3 million. In this event, 1951 net 
might shrink to $3.90 per share but as backlog orders 
at the end of 1950 were at an historic peak of $42 
million, increased volume may restrict or prevent 
such a potential decline. 


American Can Company 


American Can Company estimated its 1950 EPT 
credit at $39 million, and under the existing statutory 
provisions, the 1951 base should be somewhat higher. 
The management finds the average earnings method 
of computation the most advantageous to use, be- 
cause satisfactory production from expanded facil- 
ities in the 1947-49 period inclusive created relatively 
high earnings and thus a high EPT exemption. Based 
on the credit estimated by the company, taxable 
earnings could equal $15.76 per share before EPT 
liability were incurred. Despite this advantage, 
American Can had to provide $3.5 million for EPT 
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last year, but still reported net earnings of $12.68 


From the information now available, the manage- 
ment of Eastman Kodak Company estimates its 1950 
excess-profits credits of all consolidated companies 
at $68 million and at about $73 million for 1951. 
As the company’s earnings from operations last year 
amounted to $108 million, provision for excess profits 
taxes amounted to $7 million. Sizeable as this impost 
was, it was overshadowed by normal and surtaxes of 
$49 million, hence minimizing the relative signifi- 
cance of EPT in the over-all tax problem. Record 
sales and taxable earnings enabled Eastman Kodak 
to meet all of its tax liabilities in 1950 and still report 
peak earnings of $61.8 million or $4.50 per share. 


Armstrong Cork 


Armstrong Cork Company’s consolidated EPT 
credit base has been estimated by the management 
as about $16 million for 1950, although the com- 
pany’s income tax returns for the base period years 
have not yet been reviewed by the Bureau of Internal 
Revenue. Last year the company provided $9.6 mil- 
lion for normal and surtaxes, plus slightly more than 
one million dollars for EPT. 

How big a slice of total income is represented by 
taxes of every form, the management has pointed 
out to stockholders. The over-all tax bill equals $9.68 
per share of common stock, averages more than $979 
per employee and almost $1,500 per common stock- 
holder. Despite this handicap, Armstrong Cork’s 
pretax earnings of $22.9 million equalled about 
$16.42 per share, permitting a comfortable absorp- 
tion of taxes, including EPT, leaving net per share 
at $8.13, a record high. 

Greatly accelerated volume by the aircraft indus- 
try lends interest to the EPT problems of its com- 
ponents. Despite a large amount of invested capital, 
Gruman Aircraft Engineering Corporation uses 
average earnings in the base period in computing 
EPT exemption of $4.2 million or $2.12 per share of 
taxable earnings. Sharply increased sales in 1950 
raised taxable earnings to over $13 million, obviously 
rendering the company liable to EPT although the 
amount is not revealed by the company’s income 


statement. The management has suggested that the 
over-all ceiling of 62% on combined tax rates in 1951 
may become the controlling factor, in view of an 
expected gain in volume. A year ago, backlog orders 
were around $200 million, and while they have in- 
creased of late, for security reasons the gain is not 
disclosed. 

While 1950 gross revenues of Pullman, Inc., and 
domestic subsidiaries declined to $170.5 million from 
$234.6 million in 1949, improved operating efficiency 
and higher royalty income increased taxable income 
to $17.5 million from $8.1 million the year before. 
Pullman, as during World War II, uses the invested 
capital method in computing EPT, and estimates its 
tax credit at $12.5 million, equal to $5.70 per share. 

Last year’s pretax earnings of $17.5 million were 
subject to $9 million Federal taxes, including $1 
million for EPT. Income from investments and capi- 
tal gains not subject to EPT helped to swell final 
income of $9.8 million or $4.49 per share. Since the 
invested capital base of this concern is fairly high, 
regardless of a possible uptrend in taxable earnings, 
Pullman seems to be well sheltered against excess 
profits taxes, to judge from 1950 results. 

Last year’s annual report of Rayonier, Inc., a 
leading producer of cellulose pulp, discloses an esti- 
mated excess profits tax credit of $11.8 million for 
1950 and $12.5 million for 1951. Just why the base 
should rise in the current year was not explained, 
but it could be attributable to the use of the invested 
capital method. Of total Federal taxes of $9.1 million 
in 1950, $990,000 represented excess profits taxes. 
Despite these heavy levies, net income of $12.3 mil- 
lion, or $9.61 per share after preferred dividends, 
was of record proportions. In the case of Rayonier, 
EPT seems to be a minor burden, despite a sharp 
rise in taxable earnings. 

Industrial Rayon Corporation has explained to 
stockholders its EPT position in a rather clear man- 
ner. In discussing the outlook for 1951, the manage- 
ment estimates its EPT credit at about $17.6 million. 
The approximate effect of this credit is to limit 
Federal taxes on 1951 income up to said $17.5 million 
to 47% (equivalent to a ceiling of about $5.25 per 
share of net profit after normal taxes, free from 
EPT). Income beyond (Please turn to page 167) 
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Tax Factors Applying to Various Companies in 1950 
Pre-Tax —— Taxes 1950 -- Percentage Excess Net 
Income Federal Excess of Combined Profits Per Share Indicated 
Income Profits Taxes to Tax 1950 E.P.T. 
Tax Tax Pre-Tax Per Share Exemption 
Income 1950* 
-— ($ Millions) x ($ Million) 
American Brake Shoe $ 12.3 $ 5.11 $ 638 48.0% $ .80 $ 4.7 $ 5.6 
PoC ETL CACO 1 Rote eee Se en CE 64.7 27.01 35 47.1 1.41 12.68 39.0 
Armstrong Cork ......... 22.9 9.6 1.0 46.3 74 8.13 16.0 
Te CLL COC Sh a cee re 118.1 49.0 7.0 47.4 51 4.50 68.0 
Greyhound Corp.... 7 i> He” 13.4 Br 53.7 28 1.25 27.74 
Grumman Aircraft & Eng. 13.3 6.83 51.1 ; 3.12 42 
Industrial Rayon ..... 22.2 9.6 z 47.3 54 6.68 17.6 
McGraw Electric ...... V2 6.51 9 48.0 1.06 9.23 48 
Merck & Co......... 22:7 11.53 50.6 ices 4.46 11.0 
RM CeE SINHA a MESRULITY 25500: oss suas d)ecnazscvccainentancasedadacsentoces 18.2 7.4 1.2 47.6 57 4.19 9.7 
Pacific Mills..... 10.9 4,43 41.0 6.39 8.6 
Pullman €6s:.<:...<.065.5063. 17.5 8.0 1.00 47.8 45 4.49 12.5 
RPNCROSD NEN MINE og 89 2.0: aces cusces eae aten aa nces cas kliacane ics 20.0 8.2 a 46.0 1.00 9.61 11.8 
Revere Copper & Brass 23.4 10.1 2.1 52.6 1.67 8.47 LS 
CLEA MEAS 2 CS no es eee 26.4 10.2 1.1 43.1 .40 5.16 17.6 
OCU] 07 ee a caper ae Cae Ee ee Pee 8.8 4.01 6 52.4 91 6.14 5.04 
*—Pre-tax earnings subject to regular income taxes. 3—Includes Excess Profits Tax, not specified. 
1_Includes Canadian income taxes. 4_Estimated for 1951. 
2—Includes State income taxes. 
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May 


The record indicates no “sea- 
sonal tendency” in the stock mar- 
ket in the month of May. In the 
31 years 1920-1950 net results for 
this month, in terms of the Dow- 
Jones industrial average, were: 
appreciable advances in 11 years, 
appreciable declines in 11 years, 
insignificant change in 9 years. It 
may be of interest to note that 
May has tended to be on the mod- 
erate side in bull-market years, 
but violent in a number of bear- 
market years. In the six bull 
years 1924-1929 there were May 
gains in three, declines in three. 
Biggest gain, 9.94 points. Biggest 
decline, 21.88 points. Average for 
the period: a gain of less than 1 
point in May. May declines in the 
1929-1932 bear-market averaged 
much larger in points, and hugely 
more in percentage, than May 
rises in the preceding bull market. 
There were four Mays in the 
1932-1937 bull cycle, three up, one 
down. Average for the four: a 
gain of 314 points. May, 1940, was 
historic for the market and the 
world. It brought the German 
break through the Maginot line, 
tipped the scales for global war, 
and sent the market into a 38- 
point (nearly 26%) nose dive. 
The net change for the month was 
a loss of 32 points or more than 
21%. 


Recent History 


There was a May gain in each 
year of the 1942-1946 bull mar- 
ket, the largest 6.58 points and 
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the smallest 3.64 points. The aver- 
age gain was about 514 points. 
May, 1946, was notable, recording 
near its close a major bull-market 
top, which was followed by a fall 
of 49 points in less than a four- 


month period. Subsequent net 
May changes in the average were: 
1947, down 1.39 points; 1948, up 
6.96; 1949, down 5.80; and 1950, 
up 9.09. Both on the “odds” sug- 
gested by the 3l-year record, and 
judgment of fundamentals, this 
column’s bet would have to be 
against a rise of any significance, 
if any, in May, 1951. 


Group Action 

Stock groups which recently re- 
corded new 1951 highs, and which 
were mainly responsible for tak- 
ing the industrial average to a 
new high by an insignificant mar- 
gin, were automobiles and auto 
parts, building materials, chemi- 
cals, ethical drugs, some food 
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lines, and tires. Against that, a 
much larger number of groups re- 
mained, at recent best levels, well 
under their earlier 1951 highs, 
mostly made in February. These 
include farm machinery, aircraft, 
distillers, coal, copper, dairy prod- 
ucts, meat packers, lead, radio- 
video, rail equipment, department 
stores, shipbuilding, shoes, soaps, 
steel, sugar, textiles, movies and 
tobaccos. Broadly speaking, “peace 
stocks” have fared best on all 
recent rallies; “war stocks” (and 
“semi-war stocks”) worst. This 
divergence can by no means be 
taken as a reliable indication of 
foreseeable peace in Korea, or as 
an informed consensus that there 
will not be serious trouble else- 
where. On the matter of war, the 
market has a very poor long-term 
forecasting record. 


Stocks 
Among the better-grade stocks 











Gair (Robert) Co. Inc. 
Rheem Mfg. Co. 

Union Carbide & Carbon 
Chesapeake & Ohio Rwy. 








Continental Baking 
Douglas Aircraft 
Firth Carpet Co. 
Johns-Manville Corp. 000.0000... 


Pittsburgh Consolidated Coal 


Minneapolis-Honeywell Reg. 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 


— ———— 
1951 1950 
Mar. 31 Quar. $1.11 $ .56 
... Mar. 31 Quar. 1.65 -90 
Mar. 31 Quar. 1.01 95 
Mar. 31 Quar. -85 -10 
13 Weeks Mar. 31 -96 -40 
Feb. 28 Quar. 2.80 1.55 
Mar. 31 Quar. 75 -56 
Mar. 31 Quar. 1.99 1.29 
Mar. 31 Quar. 1.49 38 
. Mar. 31 Quar. 1.23 -92 
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reflecting good demand in recent 


periods of general market rally 
were American Cyanamid, Com- 
mercial Credit, Continental Oil, 
DuPont, Firestone, Texas Com- 
pany, Squibb, Socony-Vacuum, 
Johns-Manville, Amerada Petro- 
leum, Goodrich, Wrigley, Pfizer, 
Scott Paper, Southern Natural 
Gas, Sutherland Paper and Sun- 
shine Biscuits. ‘‘Weak sisters’, 
making new 1951 lows while the 
Dow industrial average made, and 
hovered around, a new high, were 
Bon Ami, Elgin National Watch, 
General Instrument, Hollander, 
West Kentucky Coal, McGraw- 
Hill, Madison Square Garden, 
Borden, Cudahy Packing, General 
Shoe, Marshall Field, Morrell, 
Coca Cola, Phoenix Hosiery and 
Sparks-Withington. 


Sun Oil 


One of the most fool-proof ways 
to build capital in a lifetime is to 
buy and stay with the stock of a 
company which is (1) adequately 
well-established in a growing in- 
dustry and which (2) persistently 
ploughs back the major portion 
of its earnings, capitalizing the 
plough-back with frequent stock 
dividends while paying very small 
cash dividends. The outstanding 
example is Sun Oil, which has 
been cited here before; and which, 
aside from its exceptional empha- 
sis on ploughing-back profits, is 
no more distinguished than a 
number of other large, or larger, 
oil companies. For instance, cash 
dividends paid last year were 
about 15% of earnings, and they 
have not normally varied much 
from that unusually low ratio 
over the years. The stock divi- 
dends paid over the long term 
have been too numerous for re- 
peat listing here. In terms of mar- 
ket price, the policy has worked 
out as follows: If you had bought 
the stock at its 1929 high, your 
investment, at its 1951 high to 
date, would have shown an appre- 
ciation of 293%, compared with 
47% for the oil-stock group gen- 
erally. If you had bought it at the 
median price of the last ten years, 
or the last five years, you also 
would have fared better, in capi- 
tal gain, than in the average oil 
stock. Of course, there is nothing 
remarkable about this. You can 
also build an estate for your old 
age, or your heirs, by spending 
most frugally, saving a maximum 
amount of your income and let- 
ting compound interest work for 
you. Or you could do it by buying 
a good stable-income stock, which 
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pays generous cash dividends, and 
continuously reinvesting the divi- 
dends in the stock. The advantage 
of the Sun Oil method is that in 
this stock, as in all good oils, you 
have a measure of long-term infla- 
tion protection, and the stock di- 
vidends are not taxable as income. 
The latter is chiefly why this stock 
is a favorite of upper-bracket 
investors. 


Fake 


At least up to this writing, the 
April 14 upside “break-out” of the 
Dow industrial average carries no 
trend significance from any point 
of view. “Dow Theorists” view it 
with reserve in the absence of a 
rise of the rail average above its 
February high. Moreover, the 
penetration by the industrial aver- 
age was fractional and on mod- 
erate volume, thus lacking de- 
cisiveness. Finally, adding to the 
discomfiture of bull traders, it was 
promptly followed by a marked 
“loss of steam’, with the average 
once more in a tight trading range 
in subsequent sessions. 


Precedent 


“False moves” in the stock mar- 
ket are not new. For example, a 
four-month recovery from the 
May, 1940, low, was followed by 
roughly a ten-week trading range, 
then an upside break-out by both 
the industrial and rail averages in 
a response — which temporarily 
double-crossed the prevailing con- 
sensus of investment opinion — to 
the third-term election of Presi- 
dent Roosevelt. That spurt was 
only a matter of several points in 
the averages, and was followed 
by nearly 17 more months of bear 
market. In the summer of 1948, 
the industrial and rail averages 
“signaled” a Dow-Theory bull 
market—within a very few points 
of the top of what proved to be 
merely an interim recovery in 


stock prices. The aftermath was 
about a one-year, zig-zag down- 
swing, footing up to 32.56 points 
in the industrial average, and to 
23.92 points in the rail average. 
Even when the “signals” have 
been clear-cut and decisive, the 
long-term record of results follow- 
ing Dow-Theory “confirmation” 
has been notably unimpressive. 
For the average investor, Dow 
Theory is one of the least effective 
systems for market operations. 
Indeed, too much reliance cannot 
be put on any system or technical 
“gadget”. Hence, even though 
there is always no little margin 
for error in judgment, it cannot 
prudently be dispensed with. The 
few who have made stock-market 
fortunes and kept them, have done 
so on a combination of judgment, 
information, patience and nerve. 


Revere 


Revere Copper & Brass is the 
laregst independent fabricator of 
copper and brass products, about 
36% of whose outstanding stock 
is owned by American Smelting. 
It was formed late in the 1920’s, 
as an over-capitalized merger; 
and stockholders had lean times 
for years thereafter. But this is 
one of the companies whose situa- 
tion has been revolutionized by 
wartime demands and postwar 
prosperity. In the last decade all 
obligations ahead of the common 
have been eliminated, over $25 
million of retained earnings have 
been spent on improvement or ex- 
pansion of plants, working capital 
has more than doubled, and cash 
more than quadrupled. Dividends 
were inaugurated with a 25-cent 
payment in 1946, and had risen 
to $2.50 last year. Earnings 
ranged between $3.56 and $5.93 
a share in the period 1946-1949, 
averaging $4.53 and indicating an 
EPT exemption of $4 a share or 

(Please turn to page 166) 
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DECREASES SHOWN IN RECENT EARNINGS RPORTS 


General Portland Cement 

Wrigley (Wm.) Jr., Co. 

General Electric ................ 
Libby-Owens-Ford Glass 

North American Aviation................ 
Kruger (G.) Brewing Co....... 

Kansas City Southern Rwy. 

veaitcoenen NGG. o.sc. 20e; -c2cacondees cateincexs 


Robertshaw-Fulton Controls Co. 


Pfeiffer Brewing Co............ 


1951 1950 

Mar. 31 Quar. $1.12 $1.38 
. Mar. 31 Quar. 1.27 1.69 
Mar. 31 Quar. 1.21 1.28 
Mar. 31 Quar. 1.20 1.41 
Mar. 31 Quar. 43 54 
Year Jan. 31 -60 2.31 
2 months Feb. 28 1.61 1.96 
Mar. 31 Quar. -57 72 
Mar. 31 Quar. 1.13 1.15 
Mar. 31 Quar. -53 oot 
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One of the reassuring aspects of the widely expected lull 
in business is the fact that there is nothing mysterious about 
it. Its causes are well recognized, and so is the prospect that 
it will be neither serious nor 
of long duration. Today’s 


BUSINESS ACTIVITY]|| “ouriss ave easily ex- 


ha ceeh aate plained — they are simply 











M. W. S. INDEX due to widespread over- 
buying to beat shortages 
200 and higher prices both at 
the business and consumer 
7 a level. It produced a situa- 
tion that requires a certain 

190 — WEEKS ae peer 
Aco amount of “digestion” en- 


co hanced by the fact that be- 
cause defense production 
was slow in getting into 
gear, civilian production 
could be maintained at un- 
expectedly high levels a 
good deal longer than ex- 
YEAR pected. Defense procure- 
AGO ment has only recently be- 
gun to interfere with the 
output of civilian hard 
goods because of materials 
shortages, and has hardly 
affected the manufacture of 
non-durables. But we also 
know that this will change, 
C= and probably fairly soon. 
194! When it does, heavy inven- 
tories will seem less burden- 
some than they do today. 
Nevertheless, as goods 
are backing up, some manu- 
facturers and retailers face 
the problem of lightening 
Cs inventories which a_ short 
1939 while ago were hardly 
looked upon as top- -heavy 
relative to sales. The rub is 
that sales have not been 
keeping pace. Consumer 
demand not only has been 
fairly sated but resistance 
to high prices has also been 
checking the public’s buying 
impulse. Such a_ situation 


naturally creates caution, 
2 —__ : 
ee leads to cancellation of 
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orders and eventually to production cutbacks that have noth. 
ing to do with raw material or conversion problems. 

This is true in such lines as TV sets and certain major ap- 
pliances which have been moving extremely slowly. And it is 
beginning to affect, increasingly, the automobile industry 
where, particularly among the smaller independents, there is 
mounting evidence of lack of orders to keep assembly lines 
rolling at the former pace. It’s rather unusual at this time of 
the year, but new car sales have been sliding in the midst of 
the traditional Spring selling season. Dealers have to hunt 
customers. Much of the Spring business was done last winter! 

In soft goods lines, strong promotions are required to move 
many types of merchandise and more will probably be neces- 
sary. Consumers sense this and are not overanxious to rush 
their buying. In short, it will take time to “clear” matters, but 
early fall should present a different picture. By then, soft 
goods inventories should be in better shape, resulting in bet- 
ter business at the manufacturing level. And with controls 
cutting down civilian hard goods output, accumulated inven- 
tories of durable consumer goods, with the possible exception 
of television sets, may once more be looked upon as an asset 
rather than a burden. 


Consumer Buying Attitudes Difficult to Predict 


Depending on developments abroad, there is of course 
always the possibility of another wave of consumer buying 
even before that, and that could change the situation over 
night. Such moves are unpredictable but it is fairly safe to 
say that the public remains sensitive to prospects of shortages, 
higher prices, war scares, etc. In the light of recent experience, 
the shortage bogey may have lost some of its potency but the 
urge to beat higher prices always exists. A real war scare, 
too, could do a lot to influence buying tendencies. 

For the time being, there is no denying that hesitation in 
industrial buying, caused by the prospect of a mild dip in 
business, is spreading through many industries including some 
heavy industrial lines, even some metals and chemicals. This 
may prove sound but it also holds a certain risk, since it’s easy 
to guess wrong about future trends so long as these are sub- 
ject to sudden and unpredictable changes. For that very reo- 
son, we incline to the belief that hesitation will not become 
too pronounced. Demand for metals, for instance, remains 
unabated on an overall basis. The investment boom, based on 
new plant expansion, shows no signs of being interrupted and 
that in itself precludes anything like easier conditions, let 
alone anything resembling a sizeable recession. 

On the price front, heavy civilian production plus con- 
sumer price resistance have slowed the upward spiral with 
indications that price advances in prospect will not run more 
than 2% or 3%. 
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The Business Analyst 





MONEY AND CREDIT—The Treasury faces a formidable re- 
funding problem this year with $39 billions of Government 
securities either callable or falling due in the next 8 months. 
The Treasury since early in the ‘30’s has always exercised call 
privileges on long term maturities at the earliest possible date, 
thus taking advantage of the hitherto prevailing trend towards 
lower interest rates. However, recognition of the changed con- 
dition of the money market may lead to abandonment of this 
policy. If call rights are not exercised, there would still remain 
$22.59 billions of refunding necessary, exclusive of short term 
bills. At present, Treasury experts tend to favor short term 
issues, with the expectation that a future easing of rates would 
mean an interest saving to the Government. However, in- 
vestors may be given a choice of various maturities. Meanwhile 
the bond market continues to seek lower levels. On April 23, 
the Treasury non-eligible 21's of 1967-72 closed at 97.8 bid, a 
yield to maturity of 2.66%. The present price compares with 
99.2 a month ago. Expansion of commercial lending by mem- 
ber banks has slowed, loans standing at $19.3 billion on April 
11, while later figures for NYC member banks show a decline 
of $67 million in commercial loans for the week ending April 
18, the first major dip in nine months. Reserve bank spokesmen 
regard this drop as evidence that the banking community’s 
efforts to cut inventory loans are taking effect. The recent fall 
in the bond market will undoubtedly have a restraining effect 
on bank lending as the banks are usually reluctant to sell in- 
vestments at a loss in order to raise money for loans. Member 
bank holdings of government bonds on April 11 were un- 
changed from a week earlier. Demand deposits with member 
banks now stand at $49.2 billion, a drop of $2.6 billion in the 
past four weeks. These figures, if indicative of the trend of 
demand deposits for all U.S. banks, would hardly be conducive 
to any great inflationary upsurge. Expectations concerning the 
size of Federal revenues continue to mount. Tax experts on the 
staff of the Joint Committee on Internal Revenue Taxation now 
predict revenues at $60.9 billion for the year ending June 30, 
1952. With Secretary Snyder's latest spending estimates for 
the same period approximating $67.6 billion, a $7 billion rise 
in the tax bill would give us a balanced budget for fiscal 1952. 
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TRADE—Department store sales for the week ending April 14 
were 13% above the year ago figure. However the week, a 
year ago, was the one after Easter, normally a slow period for 
Department stores. Meanwhile dealer reports indicate increas- 
ing difficulty in moving stocks of TV sets, autos and other items. 
This is in line with the findings of the Federal Reserve Board in 
its annual survey of consumer finances and buying plans. The 
Board found that consumers planned to buy fewer autos, fur- 
niture, TV sets and other hard goods in 1951. Consumers were 
planning to buy almost as many homes as in 1950 but demand 
was shifting to existing homes as compared with new houses. 
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INDUSTRY-—Little change has been noted in business activity 
in the past few weeks and our index continues to hold steady 
near peak levels. Although industry cutbacks are expected in 
autos, cotton and rayon mills, among others, expanding pro- 
duction for armaments should soon take up the slack, according 
to present indications. 
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COMMODITIES—News of the new Communist offensive in 
Korea galvanized a hitherto sluggish market and futures 
rallied quickly with grains in the forefront. Prior to this de- 
velopment easier tendencies had ruled. The BLS index of spot 
prices of 28 basic commodities closed at 372.9 on April 23 
(August 1939-100) compared to 378.9 on March 30th. 


a 


COTTON CONSUMPTION in March averaged 45,583 
bales per working day compared to 36,005 per day in the 
corresponding period a year ago and with 45,487 bales daily 
in February of this year. However some dealers expect a de- 
clining trend to start in April, in line with the contraction in 
cotton goods buying that has been evident lately. 


* * * 


LIFE INSURANCE COMPANIES made investments during 
February 1951 totalling $1.16 billion vs $717 million a year 
ago. This brought their total holdings of securities and mort- 
gages to $57.88 billion against $54.25 billion a year ago 
earlier. 


(Please turn to the following page) 
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Latest Previous Pre- 
Wk. or Wk.or Ago Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Year Harbor* 
MILITARY EXPENDITURES—$b (e) March 2.10 1.87 1.09 155 (Continued from page 151) 
seen ant eet = s AN8 4097 S74) 188 | Stocks of NEW PASSENGER CARS as 
FEDERAL GROSS DEBT—$b Apr. 20 254.6 254.7 255.6 55.2 of April 1 averaged 12.9 units per dealer 
MONEY SUPPLY—$b according to an estimate by Automotive 
Demand Deposits—94 Centers Apr. 11 49.2 49.0 465 26.1 | News. This compared to 10 cars a month 
Currency in Circulation Apr. 11 27.2 a2 27.0 10.7 earlier and 12.5 on April 1, 1950. The same 
publication announced that passenger car 
SASS RESTS output for the week ended April 21 was 
New York City—$b Apr. 11 11.0 12.81 8.96 4.26 122.268, up f th k's 119.- 
ar 14.3 16.82 1279 7.60 ey ae ee en ee ee Se 
93 Other Centers—$b_—__HH4_4H | OP 176. For the year to date, output in round 
PERSONAL INCOMES—$b (cd2) Feb. 241 241 215 102 numbers is some 275,000 cars ahead of 
Salaries and Wages Feb, 159 157 132 66 1950. However, last year’s figures were af- 
Prnpsleters’ tncoues Feb. 48 49 44 23 fected by the strike at Chrysler’s plants 
ee ere Feb. 19 19 17 10 which lasted more than 100 days. 
Transfer Payment: Feb. 12 12 18 3 * * * 
(INCOME FROM AGRICULTURE) | Feb. = :. = wi BUILDING PERMITS for 215 cities dur- 
POPULATION—m (e) (cb) Mrcrcks 153.3 153.1 150.8 133.8 ing March 1951 totalled $431.6 million, 
Non-Institutional, Age 14 & Over___ | March 108.9 109.2 109.0 101.8 which was 3.8% below the same period a 
Par eligi March 62.3 61.3 61.6 55.6 | year ago, although 31.9% above February 
enomployed March 2.1 2.4 41 3.8 1951, which is a short month. For the first 
Employed March 60.1 58.9 57.6 51.8 quarter, permits totalled $1.3 billion, a 7% 
tn Agsteuitere March 6.4 5.9 6.2 8.0 rise over the year before. 
Non-Farm March 53.8 53.0 50.8 43.8 * a 7 
<i sea ae ne ye =, a RETAILERS reported a total estimated 
edie iit. Siceths 2.12 2.10 2.01 1.82 | Volume of SALES at $12,620 million in 
March according to Commerce Department 
EMPLOYEES, Non-Farm—m (Ib) Mar 45.8 45.4 42.3 37.5 | statistics. After adjustment for seasonal in- 
Government Mar. 6.2 6.1 5.8 4.8 | fluences including the early Easter, the De- 
Factory __ | Mar. 13.2 13.1 11.6 11.7 partment found that this was 5% below the 
Weekly Hours _ si Maar. 41.1 41.0 39.7 40.4 February results. It found little or no in- 
Hourly Wage (cents)___ Mar. 156.6 156.3 142.5 77.3. | crease in unit volume over March 1950 and 
Weekly Wage ($)_____——_—| Mar 64.36 64.08 56.57 21.33 | concluded that the 11% increase in dollar 
caiinetiined sales over a year ago was almost wholly ac- 
Wholesale (Ib2) Apr. 17 183.2 183.0 152.5 92.5 counted for by price rises during the period. 
Retail (cd) Ses, _ __ | Feb. 205.3 2024 183.3 116.2 : : zi 
COST OF LIVING (Ib3)** Mar. 15 184.5 183.8 167.0 100.2 On April 18, 1951, six European nations 
mond Mar. 15 226.2 226.0 196.0 113.1 | _France, Western Germany, Italy, Belgium, 
Clathing Mar. 15 203.1 202.0 185.0 113.8 | the Netherlands and Luxembourg—signed a 
Rent Mar. 15 134.7 134.0 122.9 107.8 fifty-year treaty embodying the SCHU- 
RETAIL TRADE—$b** MAN PLAN. Ratification of the agreement 
Retail Store Sales (cd)____ Feb. 13.0 13.3 WI 47 |by the respective national parliaments 
Darabis wood: _ Feb. 47 48 37 1.1 | would pool the coal and steel industries of 
Non-Durable Goods_______—_| Feb. 8.3 8.5 7.4 3.6 | these countries, producers of nearly two- 
Dep't Store Sales (mrb) Stas 0.81 0.92 0.78 0.39 | thirds the steel and half the coal of Western 
Retail Sales Credit, End Mo. (rb2)__ | Feb. W519 9.7 55 |Europe. The plan is designed to abolish 
= customs frontiers, establish a single, free 
MANUFACTURERS’ and competitive market and lay the eco- 
New Orders—$b (cd) Total_ Feb. 25.9 27.9 16.9 146 | nomic foundations for a United States of 
Durable Goods Feb. 13.7 14.2 7.2 7.1 Europe. 
Non-Durable Goods Feb. 12.2 13.7 9.6 7.5 m ‘“ ” 
a < 101104 841 | Ih. move to spur AMERICAN INVEST- 
AIL aN Feb. 12.1 127 9.5 42 | MENTS ABROAD, the ECA has announced 
_ : — a system of guaranties that would insure all 
BUSINESS INVENTORIES, End Mo. such investments in Marshall Plan countries, 
Total—$b (cd) Feb. 65.1 63.3 52.1 28.6 | against loss resulting from expropriation or 
Manufacturers’ Feb. 35.9 35.3 29.2 16.4 confiscation. It would not, however, cover 
Wholesalers’ Feb. 11.5 11.3 9.2 4.1 losses caused by war damage or resulting 
Retailers’ Feb. 17.7 16.7 13.8 8.1 | from business risks. 
Dept. Store Stocks (mrb) Feb. 2.6 2.4 2.1 1.4 * * * 
BUSINESS ACTIVITY—1—pc Apr. 14 187.7 187.7 168.0 141.8 The Office of Price Stabilization has is- 
(M. W. S.)—1—np Apr. 14 2189 2189 1960 1465 |sued NEW PRICE CONTROLS affecting 
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Date Month = Month Ago Harbor* 

INDUSTRIAL PROD.—1—np (rb) Feb. 221 221 180 174 some 75,000 manufacturers with estimated 
Mining Feb. 158 164 8 133 sales of $70 billion. Effective May 28, the 
Durable Goods Mfr.___________| Feb. 272 269 207 220 new order sets ceiling prices for manufac- 
Non-Durable Goods Mfr.________ | Feb. 199 201 180 151 turers at a pre-Korean base to which may 

CARLOADINGS—t—Total April 14 778 740 700 833 be added any =e material costs 

é ‘ : that occured during 1950 and any increase 
Misc. Freight April 14 393 393 353 379 2 
, in factory payroll costs through March 15, 
Mdse. L. C. L April 14 81 83 85 156 y hig ) 
: . 1951. Price Administrator DiSalle assured 
Grain April 14 49 49 39 43 

— consumers that the net effect of the new 

ELEC. POWER Output (Kw.H.) m April 14 6,747 6,736 5,865 3,267 regulation would be a price rollback on 

on 7 most products. 

SOFT COAL, Prod. (st) m April 14 10.0 9.1 11.6 10.8 a : 7 
Cumulative from Jan. 1 : April 14 154.1 144.1 120.8 44.6 
Stocks, End Mo Feb. 70.7 74.0 24.6 61.8 DIVIDENDS paid on common stocks 

SS Se eS aes listed on the NY Stock Exchange aggre- 

PETROLEUM—(bbls.) m gated $1,186,228,000 for the first quarter 
Crude Output, Daily — April 14 6.1 6.1 5.1 4.1 of 1951, according to “The Exchange” 
Gasoline Stocks April 14 139 139 133 86 magazine. This was 15%2% higher than for 
Fuel Oil Stocks April 14 37 37 40 94 the similar period a year ago and surprised 
Heating Oil Stocks | April 14 43 42 37 55 some observers who had been expecting a 

decline, based on the impact of excess 
oa i 9 59 9 2 : a a 
gag Pred.—{bd. #2.) m ty ™ peo i@ . = en profits taxes and the dislocations resulting 

— bane Mo. (bd. ft.) b—__. nie é ‘ : : from adjustment to a semi-war economy. 

STEEL INGOT PROD. (st) m Mar. 9.05 7.76 7.49 6.96 * * * 

Cumulative from Jan. 1 Mar. 25.66 1660 22.22 74.7 PROFITS of the nation’s MANUFAC- 

ENGINEERING CONSTRUCTION oa ae for pei * 
AWARDS-$m (en) April 19 221 311 237 94 natn ion, Ger tans, © 45 Gam 
Caiidilies ties ame, 2 April 19 4713 4,492 3.261 5,692 over the preceding year, according to a 

ee ee a aa joint survey made by the Federal Trade 

MISCELLANEOUS Commission and the Securities and Ex- 
Paperboard, New Orders (st)t April 14 200 328 171 165 change Commission. The tax bill of these 
Cigarettes, Domestic Sales—b Feb. 29 34 26 17 concerns almost doubled, reaching $10.4 

Do., Cigars—m Feb. 435 459 415 543 billion in 1950 against $5.4 billion the 
Do., Manufactured Tobacco (Ibs)m_| Feb. 18 20 17 28 previous year. 








b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated, en—Engineering News-Record. |—Seasonally adjusted index 
(1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureay (1926—100). Ib3—Labor Bureau (1935—100). It—Long tons. m—Millions. mpt—At mills, publishers, 
and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. pc—Per capita basis. 
tb—Federal Reserve Board. rb2—Federal Reserve Board, instalment sale credit and charge accounts. st—Short tons. t—Thousands. *—1941; November, 
or week ended December 6. **—New Adjusted Series. 
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No. of —————— 1951 Indexes —————_—__ (Nov. 14, 1936, Cl.—100) High Low Apr.14 Apr. 21 
Issues (1925 Close—100) High Low Apr.14 Apr. 21 100 HIGH PRICED STOCKS......... 117.0 108.8 114.44 113.90 
334 COMBINED AVERAGE .......... 196.8 182.0 190.7 189.1 100 LOW PRICED STOCKS....... 245.8 226.5 237.20 234.56 
4 Agricultural Implements........ aaad 252.9 273.6 276.1 5 Investment Trusts ................. 88.7 84.8 87.3 88.1 
10 Aircraft (‘27 Cl.—100).......... 333.0 286.7 314.5 305.2 3 Liquor (‘27 Cl.—100)............. 1202.0 1078.1 1146.9 1123.9 
7 Air Lines (‘34 Cl._—100).......... 764.7 648.4 764.7 758.2 WE RR oso Soc rcecsiesies 206.4 191.1 198.7 198.7 
| ee 101.4 90.8 92.0 90.2 OT TT C2 oC “1 Se ene eae 152.0 133.3 140.0 141.3 
10 Automobile Accessories ........ 257.6 240.3 253.0 253.0 3 Meat Packing ...................... 109.1 97.1 98.1 97.1 
NL RORQINOMMGE 5. cncisccccscivshaveseees 46.4 42.0 44.7 44.7 13 Metals, Miscellaneous ........ 280.9 245.4 255.3 257.8 
3 Baking (‘26 Cl.—100) is ys a1 22.6 22.6 Co 0 Eee ane errr are 373.2 344.3 373.2 366.5 
3 Business Machines ................ 360.3 300.8 360.3 357.3 MII ooh vcseenscecetauccsdntes 389.8 355.0 383.4 379.9 
2 Bus Lines (‘26 Cl.—100)........ 183.1 160.8 162.6 162.6 30 Public Utilities ..................... 152.8 142.5 148.6 147.2 
IS GGMNCRINE oo 5 coceses cascades tnissees 365.8 326.0 365.8 365.8 9 Radio & TV ('27 Cl.—100).... 31.4 26.6 29.4 29.6 
3 Coal Mining 3 18.3 14.5Z 14.5 14.7 8 Railroad Equipment ............. 73.8 64.3 68.4 67.7 
4 Communication .................... 72.5 63.2 68.2 66.9 DA WGN ins: cesses dacacsdscccasncee> 3 39.3 42.0 40.9 
PF GONMPUCHOR ...205.<26<c5scessccises 69.5 60.2 69.5 69.5 OO MUM oa as cas cdandeisecveosnsdetas : 38.2Z 39.0 38.2Z 
7 Containers .............. te “AVES 376.5 410.6 410.6 3 Shipbuilding 154.2 160.9 164.3 
9 Copper & Brass 147.1 132.8 143.2 140.6 a Seth Drinks ....:.056....:... Ree 2 343.6 374.3 367.5 
2 Dairy Products 83.4 79.1 78.3 ye 15 Steel & tron 147.4 157.7 154.8 
5 Department Stores ................ 84.5 71.8 73.2 71.8 RE NN ga fsx sn gsc carcapyoeenSinse : 66.5 68.8 68.1 
6 Drugs & Toilet Articles........... 235.0 213.8 228.4 228.4 2 Sulphur .... 425.3 442.7 455.7 
2 Finance Companies ........ ee | 243.0 293.4 293.4 Levee : 195.4 199.4 199.4 
7 food Brands: .:....:..0:: i 2009 185.9 196.9 189.6 3 Tires & Rubber : 51.2 56.7 58.2A 
2 Food Stores ... .. 118.4 110.6 116.2 116.2 Ce en ee ee . 80.9Z 81.8 80.9Z 
3 Furnishings ........ a» foe 69.4 72.9 73.6 2D Vesiahg Hares «:......5.:<6n.cc6s0.0: 320.7 308.7 316.4 313.3 
4 Gold Mining ..................00.... 724.1 613.8 657.3 618.3 20 Unclassified (’49 Cl.—100) W723 119.7 122.0 125.4 
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Trend of Commodities 





Commodity markets, which had tended to easiness in the 
past two weeks, sprang to life on news of the renewed Com- 
munist offensive in Korea. Futures markets quickly reflected 
the impact of the news with grains up one to three cents per 
bushel in two days and other futures similarly affected. Con- 
spicuous exception was coffee, which ruled irregularly lower, 
| despite the Brazilian Government's earlier edict prohibiting 
sales below 52% cents for the basic grade (equivalent to 55c 





| delivered in New York). Prior to the Korean war news, the 
| markets had been featured by gyrations in wool futures. Re- 
sumption of trading in that commodity was marked by a preci- 
pitate drop of 60 cents a lb. followed by a 30 cent recovery 
before some measure of stability was achieved. The over-all 
trend of commodities as reflected by the Bureau of Labor 
Statistics weekly wholesale price index, has been virtually 


stationary for over two months. In fact, the present level of the 
index at 183.2 (1926-100) is unchanged from the level of 
February 6. The future course of prices of manufactured goods 
will undoubtedly be influenced by the impact of the newly 
announced price regulations affecting manufacturers. These 
controls require that prices be based on those prevailing prior 
to the Korean war to which may be added the increased ex. 
pense of labor and purchased materials. Although this order 
will result in rollbacks in various lines, its impact on profit 
margins may well have an adverse effect on manufacturer's 
production plans and could hamper business efforts to expand 
defense capacity. Consumers were somewhat cheered by the 
March 15 figures of the Government's cost of living index. The 
increase from February amounted to less than 2 of 1% and 
led to hopes that the rise has now been slowed. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 







































Date 2 Wks. 3 Mos. 6Mos. 1Yr. Dec. 6 Date 2 Wks. 3 Mos. 6Mos. 1Yr. Dec.6 
Apr.20 Ago Ago Ago Ago 1941 Apr.20 Ago Ago Ago Ago 194) 
28 Basic Commodities 372.7 374.6 388.1 330.0 248.9 156.9 7 Domestic Agriculture 407.5 405.4 405.5 348.2 308.3 1639 
11 Imported Commodities 407.5 413.1 434.1 356.1 250.3 157.3 12 Foodstuffs 394.0 392.3 395.7 352.9 311.9 1692 
17 Domestic Commodities 351.8 351.6 361.1 314.2 247.9 156.6 16 Raw Industrials 361.0 365.3 362:3 317.6 220:9 1482 
RAW MATERIALS SPOT INDEX COMMODITY FUTURES INDEX 
JAN, FEB, MAR, APR. JAN FEB. MAR, APR. 
220. 
210 
200 
DOW-JONES 
5 nari ta INDEX 








14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1951 1950 1947 1945 1941 1939 1938 1937 
High 214.5 304.7 1640 958 743 783 658 93.8 
Low 199.2 134.2 1264 93.6 58.7 61.6 57.5 64.7 
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Average 1924-26 equals 100 
1951 1950 1947 1945 1941 1939 1938 1937 
ae 215.4 202.8 184.4 111.7 889 67.9 57.7 86.6 
RTE 202.0 140.8 123.0 98.6 582 48.9 47.3 546 
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Several years of intensive research by Aluminum 
Company of America, in close cooperation with Gov- 
ernment and industrial aeronautical experts, have 
brought their reward through development of a new 
super-alloy. Warplanes of the future, accordingly, 
may be capable of flying faster and further with in- 
creased bomb loads. This rugged new alloy, 10% 
stronger than the highest strength aluminum alloy 
now in use, is presently being made available to plane 
builders for experimental and controlled production 
use only. The newcomer has been designated as 
“XAT78S.” 


Moving to alleviate the critical shortage of resor- 
cin, used for resin glues, the Borden Company has 
applied to the National Production Authority to 
construct a manufacturing plant in Tacoma, Wash- 
ington. This resorcin plant, to be the first on the 
West Coast, will produce at least one million pounds 
of technical grade material annually. Borden pro- 
duces nearly half the country’s total resorcin adhe- 
sive supply, now estimated at about 3.5 million 
pounds. Experience in World War II proved that 
resorcin alone, or in combination with phenol, was 
the ideal glue for wood, and the item is in heavy 
demand for production of many military items. 


Spokesmen for Gulf Oil Corporation have stated 
that plans for expansion to meet military and civilian 
needs will be of major proportions during 1951. 
Estimated construction costs of $200 million are 
approximately 50% more than the firm’s capital 
expenditures during 1950. The company plans to 
greatly enlarge the capacity of its Philadelphia re- 
finery, for one thing, to 183,000 barrels per day 
from the present 107,000. Work on the fluid catalytic 
cracking plant at Port Arthur, Texas, the largest 
ever built, is about 25% completed. Unless unfore- 
seen delays are encountered, this huge installation 
should go on stream in September, a month ahead 
of schedule. 


The American Can Company has announced the 
election of C. H. Black, president of the firm since 
1949, as chairman of the board of directors, and of 
W. C. Stolk, executive vice president, to fill the posi- 
tion of president. Mr. Black succeeds D. W. Figgis, 
who retires as board chairman after being with the 
company for almost 50 years. Mr. Stolk started with 
American Can back in 1916, with his first job as a 
timekeeper. In later years he rose to the top on the 
sales end of the business. 


In April the Southern California Edison Company 
celebrated an interesting event upon connecting the 
one-millionth meter to its electric service lines. W. C. 
Mullendore, president, personally connected this 
historic meter, which was specially gold plated for 
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the occasion, and the customer was invited to a com- 
pany luncheon attended by many public officials. 
The incident spotlighted the dynamic progress of 
California Edison in expanding its plant investment 
from $11,000 in 1896 to $600 million in 1951, with 
the major growth attained in the past six years. 


A new and completely different laminated wood 
paneling, called “‘Novoply,” has been developed by 
United States Plywood Company, and is considered 
by Lawrence Ottinger, president, as the most im- 
portant innovation in the wood industry in thirty 
years. Novoply has a core of medium size wood chips 
sandwiched between two thin laminated wood sec- 
tions. The segments are resin coated and impreg- 
nated, then fused together under heat and pressure 
to create the flattest and most durable wood panel 
ever produced. This new product will shortly be 
produced at the company’s new $2 million plant at 
Anderson, California, that has a capacity of 40 
million feet a year. 


Granite City Steel Company recently acquired from 
Koppers Company a pig-iron and coke plant for 
about $11 million and now contemplates expanding 
this facility at an estimated outlay of around $35 
million. A third blast furnace may be added and pig 
iron capacity enlarged by 350,000 tons in order to 
integrate the operation. Commitments to secure the 
necessary ore have been made, covering a period for 
several years to come. This project would supple- 
ment the $35 million expansion in steel capacity 
already under way. Certificates of necessity have 
been granted for most of the entire program, per- 
mitting Granite City to use accelerated amortization 
for 80% of the cost over a five year term, but just 
when the latest construction program will be started 
has not been decided. 


At a recent organization meeting of the board of 
directors of the United Fruit Company, Samuel Ze- 
murray was elected to the position of chairman of 
the executive committee after refusing reelection as 
president. For many years past Mr. Zemurray has 
managed the company’s business with outstanding 
success. Kenneth H. Redmond, who joined the com- 
pany in 1917 and for about a year past has served 
as assistant to president, will assume the position 
of president. Mr. Redmond was elected a director 
last September. 


When the new Corning Museum of Glass is opened 
in the near term, visitors entering the lobby will 
view a dramatic example of glass products, both 
old and new. In a lighted case is a tiny Egyptian 
vase over 3500 years old, of cobalt blue and made 
by winding strands of molten glass around a core of 
sand and earth, with the latter afterwards hollowed 
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out. Close by is a 200 inch telescope disc, over 17 
feet in diameter and weighing 20 tons, the product 
of the Corning Glass Works as a sample of modern 
glass-making skill. The lovely small vase offers a 
strong contrast to the largest piece of glass ever 
made by man. 


When United States Steel Corporation’s vast new 
steel plant comes into operation in Bucks County, 
Pa., many of the employees will have an opportunity 
to live in a new and modern town. A real estate 
operator has purchased 1000 acres nearby the plant, 
where it is planned to build up 1500 homes, or three 
times this number if demand so warrants. A shop- 
ping center, schools and churches are envisaged in 
the initial planning. | 


Installation of emergency facilities by the Inter- 
national Nickel Company of Canada, Ltd., to increase 
nickel production by about one million pounds per 
month before the end of 1951, has been announced 
by the company. Present production is about 20 mil- 
lion pounds monthly. In order to give the free world 
overwhelming nickel superiority over all countries 
behind the iron curtain, the company in the next two 
years plans to convert from surface mining to all 
underground operations to double the amount of 
underground ore formerly hoisted. By 1953, capacity 
operations should produce about 13 million tons of 
various ores annually, equal to three quarters of all 
copper ore mined from underground by all United 
States mines in 1949. 


1951 marks the twentieth anniversary of Book- 
of-the-Month Club, Inc., and its accomplishments as 
a unique merchandiser have been outstanding. The 
first advertisement bore the headline “You can now 
subscribe to the best new books—just as you do to a 
magazine.” During a quarter century the Club has 
distributed about 112 million books involving 15,000 
titles, compared with only about 130 million books 
in all the libraries of the United States. 550,000 
families at present are in the Club. Considering the 
quality of the literature distributed, the operations 
of the Club have carried great significance. 


On May 10, du Pont’s new Experimental Station 
addition, a $30 million investment in research as a 
way to economic progress, will be dedicated before 
an assembly of some 200 distinguished academic and 
industrial scientists. Nineteen buildings were con- 
structed in the expansion program, including nine 
laboratory units. The Station now has 800 technically 
trained research workers representing a wide range 
of sciences, and about 1500 non-technical employees. 
The du Pont Company in 1950 spent $38 million, 
exclusive of construction costs, to support its re- 
search activities. 


A large scale expansion program is being under- 
taken by Wyandotte Chemicals Corporation, at an 
estimated cost of $20 million, although in postwar 
an additional $25 million has been spent for the same 
purpose. This company is an important producer of 
chlorine, soda ash and caustic soda, with its main 
plant located at Wyandotte, Michigan, and others 
in Mississippi and California. The main improve- 
ments will be in Michigan, and due to the essential 
character of production, the DPA has issued certifi- 
cates of necessity for 50% of the planned expansion 
costs. 
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The basic magnetic properties of certain types of | 


underground formations will be used soon in a new 
way to aid the petroleum industry in its unremitting 
search for new supplies of crude oil. Magnolia 
Petroleum Company, an affiliate of Socony-Vacuum 
Oil Company has developed an underground mag- 
netic measuring device of great potential use in 
sub-surface mapping of geological formations which 
might contain oil in unsuspected traps. The device 
is designed for lowering into wells and test holes 
in the earth, and is expected to be of major value 
to geophysicists and geologists. 


The executive committee of Pittsburgh Plate Glass 
Company has authorized the purchase of American 
Cyanamid Company’s 49% stock interest in South- 
ern Alkali Corporation for a consideration of about 
$19 million. The buyer previously owned the other 
51% and thus attains complete ownership. Pitts- 
burgh Plate Glass for many years past has operated 
the company acquired. Organized in the mid-depres- 
sion year of 1931, Southern Alkali started production 
of soda ash, chlorine and caustic soda in Texas, 
expanding operations into Louisiana in 1947. The 
company has been credited with starting the rapid 
chemical growth of the Southwest. 


A big program to produce the Boeing B-47 Strato- 
jet on a massive three-company scale has been an- 
nounced. Douglas Aircraft Company and Lockheed 
Aircraft Corporation will link up with Boeing Air. 
plane Company to build the swept-wing B-47, fastest 
known bomber in the world, to supplement substan- 
tial Stratojet production already underway at Boe- 
ing’s Wichita division. The Boeing Company, as 
designer of the 600 mile an hour, 185,000 pound 
Stratojet, will furnish engineering, tooling and 
other information for its new associates in the pro- 
gram. During World War II, these same three firms 
participated in a program to produce 12,731 B-17 
Flying Fortresses designed by Boeing. 


Minnesota Mining & Manufacturing Company 
plans to spend about $6.5 million for expansion and 
modernization this year, and has already started on 
the program. Plants in about ten different locations 
will be enlarged to permit increased output of the 
company’s various products, including Scotch Tape, 
chemicals, reflective sheetings and sound recording 
tapes. Upon completion of these improvements, the 
“3 Ms” will have spent more than $53 million 
within six years for plant improvements. 


The critical supply of copper has induced Kenne- 
cott Copper Company to exploit some sizeable de- 
posits of low grade copper ore in Eastern Nevada, 
although two years may elapse before mining can 
actually begin. At a probable cost of $14 million, the 
company plans to sink a 1700 foot shaft to remove an 
estimated 42.5 million tons of the low-grade ore and 
to build the essential facilities for milling and trans- 
portation. The life of the ore body is estimated at 
about 12 years. 


Lukens Steel Company of Coatesville, Pa., will 
spend an additional $4 million for plant improve- 
ments, in enlarging a $3 million program already 
progressing. A number of buildings will be expanded 
and one plant will be entirely built. Operating effi- 
ciency is expected to improve as a result of plant 
rearrangements and larger storage facilities at- 
tained by the new program. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 


oe 


addressed envelope. 


No inquiry will be answered which does not enclose stamped, self- 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





American Stove Company 


“Please advise whether American 
Stove Company has resumed dividends 
on its stock and also advise on recent 
current assets, liabilities and earnings.” 

L. S., Indianapolis, Ind. 


American Stove Company’s net 
earnings after all charges for the 
year ended December 31, 1950, 
were $1,290,948 or $2.39 per 
share. Net sales for the year 
amounted to $29,025,522 as com- 
pared with $19,812,840 in 1949, 
an merease of more than 46%. 

Resumption of dividends oc- 
curred last year with a 15c per 
share payment on November 25, 
1950. On January 24, 1951, a divi- 
dend of like amount was declared 
payable March 38rd. Current liabil- 
ities are listed at $3,798,421 and 
current assets at $13,972,162. 

All short-term loans, which on 
January 1, 1950 amounted to 
$750,000, were paid off in April 
1950, and the only outstanding 
loan on December 31, 1950 was $5 
million long term indebtedness 
maturing in 1963. The first annual 
payment of the principal in the 
amount of $400,000 on this note 
was made on the due date Janu- 
ary 1, 1951. 

The company has received some 
defense orders and this effort has 
resulted in three contracts cover- 
ing rocket head assemblies, fuel 
tanks for fighter planes and large 
capacity fire bombs. Negotiations 
for many other items are pending. 
Company has also obtained con- 
tracts for quantities of regular 
commercial cooking equipment. 
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The production of these defense 
items is not expected to interfere 
with the production of company’s 
regular civilian goods, which will 
continue in production at the 
maximum rate permitted by Gov- 
ernment restrictions on the use of 
critical materiel. 

The company’s line of products 
include domestic gas ranges, oil 
cook stoves, gas and oil space heat- 
ers, and commercial cooking 
equipment. 


Campbell, Wyant and Cannon 
Foundry Company 
“T have been a subscriber to your pub- 
lication for a good many years and have 
found it interesting and informative. 
Would appreciate receiving information 
as to Campbell, Wyant & Cannon Foun- 
dry Company’s recent earnings, divi- 
dends and working capital position.” 
P.1., Dover, Delaware 


Consolidated net sales of Camp- 
bell, Wyant & Cannon Foundry 
Company and _ subsidiaries in- 
creased in 1950 to $23,520,317 
from $16,014,133 in 1949 and net 
profits after all charges rose to 
$1,618,799 from $1,001,347 in the 
preceding year. The year’s net 
profits were after provision of 
$491,673 for depreciation and 
amortization and $1,320,000 for 
federal taxes on income and were 
equal to $4.65 per share on the out- 
standing capital stock compared 
oo $2.88 per share earned in 


During 1950, dividends totaling 
$2.50 per share were paid on the 
348,000 outstanding shares of 
common stock compared with 


during 1949. 


share 
Working capital at December 31, 
1950 was $5,174,352 against $4,- 


$2.00 per 


235,616 the year earlier. Current 
assets were $8,053,935 and total 
liabilities $2,879,583. 

A substantial portion of the 
company’s business is the produc- 
tion of castings for the automotive 
industry and although it appears 
certain that 1951 prospects for car 
output will be less than 1950, com- 
pany’s production of castings for 
trucks and power units for mili- 
tary purposes should continue 
without interruption. The com- 
pany has begun production in a 
limited way of steel castings which 
it made in substantial quantities 
during the last war. 


American Investment Company 
of Illinois 

“Please advise on the nature of Amer- 
ican Investment Company’s business and 
recent operations data.” 

T.C., Terre Haute, Indiana 

American Investment Company 
of Illinois, operating a nationwide 
chain of 197 consumer finance of- 
fices, earned $4,091,647 after taxes 
in 1950. Net income for 1949 
amounted to $3,930,577, including 
non-recurring income of $310,454. 
Company’s taxes for 1950 totaled 
$3,478,176, including $196,885 ex- 
cess profit taxes. Taxes for 1949 
were $2,025,456. 

After preference dividend re- 
quirements, the 1950 earnings 
were equal to $1.96 per share on 
1,954,183 shares of common stock 
outstanding at the year end. The 
per share earnings for 1949, after 
adjusting for the 25% stock split 
in 1950, were $2.28. Based on the 
shares outstanding at the end of 
1950, the earnings for 1949 
amounted to $1.94 per common 
share. 

The company made 453,071 
loans in 1950 totaling $129,598,- 
161. Volume in 1949 was 390,912 
loans or $106,103,874. 

On December 29, 1950, Ameri- 
can purchased for cash a substan- 
tial interest in Domestic Finance 
Corporation, which operates 53 
small loan offices and has total as- 
sets in excess of $25 million. 
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American’s figures for 1950 do not 
include Domestic, which continues 
to operate as a separate entity. 

Dividends in 1950 totaled $1.22 
per share and 40c is the current 
quarterly rate. 


Stewart-Warner Corporation 


“As inventory positions of corpora- 
tions is an important factor to consider 
in appraising operations of companies, 
please state Stewart Warner Corpora- 
tion’s inventory position, recent earn- 
ings and dividend rate.” 


E. D., Saginaw, Michigan 


Net profit on 1950 operations of 
Stewart-Warner Corporation 
amounted to $3.55 per share and 
89¢ in first quarter of 1951. 

Sales in the year ended Decem- 
ber 31, 1950 were $80,482,372, 
and net profit was $4,584,936. In 
1949 sales were $54,609,713 and 
net profit was $2,163,106, equal to 
$1.67 per share. 

Inventories on December 31, 
1949, were below normal require- 
ments. This fact, cambined with a 
very considerable increase in vol- 
ume and rapidly rising price level, 
resulted in an inventory increase 
of $7,111,561 by the end of 1950. 

Inventories on December 31, 
1950, stood at $15,491,443, with 
inventory reserve of $3,335,000. 

Working capital at the end of 
1950 was $20,343,290, an increase 
of $1,319,033 in the year. 

The 1950 expenditures for new 
facilities and equipment amounted 
to $2,000,050. In addition to pro- 
viding space for operations of the 
television and: radio division, 
Stewart-Warner Electric, this 
amount included costs of enlarge- 
ment of die casting facilities in 
Bridgeport, Connecticut; con- 
struction of a warehouse and sales 
office for the operations of the 
Bassick Company, a subsidiary, 
in Los Angeles, and completion of 
sales branch offices and ware- 
houses in New York and San 
Francisco, utilizing distribution 
of the firm’s Alemite lubrication 
equipment, instruments, South 


‘Wind heaters and other products. 


The quarterly dividend of 23c 
per share was increased to 33c per 
share and the first payment at the 
new rate was made on January 6, 
1951. Cash dividends aggregating 
$1.60 per share were declared out 
of 1950 earnings, as compared 
with $1.00 per share in 1949. 

The company has _ substantial 
backlogs of both civilian and de- 
fense orders but existing material 
shortages and anticipated cut- 
backs by Goverment edict create 
a considerable degree of uncer- 
tainty over coming months. 


Armstrong Cork Company 


“Are Armstrong Cork Company’s 
products participating in the defense 
program? Also please furnish informa- 
tion as to recent earnings, financial po- 
sition and prospects over coming 
months..” 


N. A., Norfolk, Virginia 


The Armstrong Cork Company 
in 1950 sold $186,756,670 worth of 
goods, the largest volume in its 
history, and net earnings after 
taxes reached a new high of $12,- 
433,231. The 1950 profits, which 
represent a réturn of 6.7% on 
sales, compare with 1949 net 
profit of $10,224,215 on a sales 
volume of $163,323,948. 

Sales prospects for the months 
ahead appear favorable through- 
out the company’s diversified lines. 
An increasing number of the com- 
pany’s products probably will 
serve defense needs and record 
consumer income promises to sup- 
port a high level of civilian busi- 
ness. 

Earnings on the common stock 
last year, on the basis of income 
of domestic companies only and 
after deducting dividends paid on 
the preferred stock, were $8.13 as 
compared with $6.57 the previous 
year. Dividends in 1950 were $3.75 
per common share against $3.00 
in 1949. 

Current assets of the company 
on December 31, 1950, were $60,- 
842,826 as against $49,766,671 the 
year previous; current liabilities 
were $20,275,663 versus $12,935,- 
645 a year previous. The ratio of 
current assets to current liabili- 
ties were 3-to-1 at the year’s end 
compared with 3.8 to 1 a year 
earlier; and the ratio of liquid 
assets to current liabilities was 
1.7 to 1, as contrasted with 1.9 to 
1 on December 31, 1949. Book 
value of the common stock rose 
from $52.20 to $56.58. 

As regards the company’s par- 
ticipation in the defense program, 
many of the company’s regular 
products are serving military pur- 
poses to an increasing extent. 
Typical uses are linoleum and tile 
flooring for ships and military 
buildings, insulations of various 
types for food transportation and 
storage, glass contammers for 
drugs, medicines and packaged 
goods of many types, industrial 
products for the machine tool field 
and for airplanes and military ve- 
hicles, and insulating refractories 
for steel mills and automotive and 
aircraft plants. The company has 
not yet engaged directly in the 
manufacture of specialized war 
material as a part of the expand- 
ing defense program but prelim- 


inary negotiations for contracts } 


involving the production of items 
for the defense effort are under 
way. 

It is expected that civilian busi- 
ness will still dominate the sales 
of the company in 1951. Because 
of its comprehensive line of prod- 
ucts, numbering over 350 in all, 
Armstrong Cork Company be- 
lieves that its over-all volume of 
sales—civilian and Government- 
will be well maintained. 


American Metal Products 
Company 

“IT have been a subscriber to your 
valued publication for a good many 
years and now am in my 96th year. 1 
would appreciate receiving recent an- 
nual earning figures of American Metal 
Products Company.” 


P. E., Lexington, Kentucky 


Sales of American Metal Prod: 
ucts Company during 1950 estab- 
lished a new high record, amount- 
ing to $30,756,658 an increase of 
52% over the $20,187,900. re- 
ported during the preceding year. 
The biggest gains were shown in 
sales of tubular seat frames and 
axle housings which accounted 
for approximately 65% of the 
company’s volume during the year. 


Although sales expanded sub- 
stantially during 1950, raw ma- 
terials, labor costs and taxes rose 
more rapidly. As a result of these 
increased costs, earnings of the 
company were pared slightly from 
the preceding year. 


Set earnings for 1950, after 
higher Federal income taxes and 
excess profit taxes, amounted to 
$2,969,942, equal to $3.45 a share 
on the 859,920 shares of common 
stock outstanding. This compares 
with net income, based on a 38% 
tax rate, of $3,031,273, equal to 
$3.53 a share during 1949. 


The consolidated balance sheet 
as of December 31, 1950, disclosed 
current assets of $9,145,472 as 
compared with $7,419,993 at the 
end of the preceding year and cur- 
rent liabilities of $4,334,087 as 
compared with $2,945,521. This 
left a working capital of $4,811,- 
386 at the end of 1950 against 
$4,474,472 at the end of the pre- 
ceding year. 

Throughout most of 1950, com- 
pany’s production facilities op- 
erated at full capacity and this 
situation has prevailed in the first 
quarter of 1951. 

The company is actively en- 
gaged in investigating products 
and surveying markets of other 
firms which might be acquired as 

(Please turn to page 171) 
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GULF OIL CORPORATION 
REPORTS ON ITS ACTIVITIES 
FOR 1950 





CONSOLIDATED BALANCE SHEET, December 31 


ASSETS LIABILITIES 
1950 1949 1950 1949 
Cash and marketable securities $ 202,356,405 $ 118,388,174 Current liabilities . $ 205,659,417 $ 142,139,402 
Receivables (Net) 116,544,175 83,403,936 Long-term debt 185,301,460 189,969,415 
een 142,906.48 _ 146,195.45  poerves . . 29,408,826 18,382,941 
Total current assets . $ 461,286,928 $ 347,987,255 Long-term sendniiet omnia : 25,658,848 32,828,580 

a i gan fo 18,137,899 8.790.111 Capital stock . 283,631,250 283,631,250 
nvestments an ong-term ll, 345, 250 sh. t t 

receivables (Net) . 148,673,094 151,178,522 | ¢ nearly outstanding ) ‘essiiatia wiiliiaa 
Properties, plant and apital surplus — — 

equipment — : : 704,723,265 693,655,122 Earned surplus 541,506,922 475,748,317 
Other assets 11,536,398 14,279,756 


ToTAL ASSETS . 





$1,344,357,584 $1,215,890,766 








TOTAL LIABILITIES 


CONSOLIDATED INCOME STATEMENT 


Net sales and other revenues . 
Expenses: 
Cost of sales, operating and general expenses 
Provision for plant exhaustion . ‘ 
(Including 7 holes and incomplete ‘wildcat wells ) 
Interest 
Employees pension, ‘savings ‘and incentive plans 


Total Expenses 


Income before income taxes and special credit 
Provision for income taxes (Federal, state and foreign ) 


INCOME BEFORE SPECIAL CREDIT . . 
Special credit—Texas Gulf Sulphur stock sales (Net ‘of tax) . 


Net INCOME 


FINANCIAL AND OPERATING 


Net income per share 
Cash dividends paid per share ; 
Stockholders’ equity per share (Net worth ) 
Working capital (Net current assets) . 
Expenditures for plant and related assets . 
Net crude oil produced—Total barrels . 
Daily average barrels . Mer 
Crude oil processed at U. S. refineries- 
Daily average barrels . Ae ae: 
Refined products sold—Total barrels . 
Daily average barrels . 


Total barrels 


The foregoing facts are summarized from the 1950 Annual Report of Gulf Oil Corporation and 
Subsidiary Companies Consolidated, released on March 21, 1951. A limited number of copies of the 
report are available upon request to Gulf Oil Corporation, P.O, Box 1166, Pittsburgh 30, Pennsylvania. 


1950 
$1,157,150,921 


$1, 344, 357. 584 


1949 
$975,201,393 





$ 847,593,863 
109,655,657 


5,238,575 
20,065,130 


ry 982,553,225 


$ 174,597,696 





$741,055,775 
98,380,098 


5,117,275 
17,236,668 
$86 1,789,816 
$113,411,577 





___ 64,796,761 19,952,565 
$ 109,800,935 $ 93,459,012 
1,338,670 7,418,029 


$100,877,041 





$_ 111,139,605 





$255,628,000 
$129,350,000 
173,794,000 
476,147 
163,657,000 
448,375 
172,615,000 
472,917 


HIGHLIGHTS 
1950 1949 
$ 9.80 $ 8.89 
$ 4.00 $ 3.75 
$79.18 $73.38 


$205,848,000 
$174,461,000 
147,652,000 
404,525 
138,788,000 
380,241 
144,530,000 
395,972 


$1,215,890,766 
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Since 1949 the company has 
spent more than $14 million on 
new plant and equipment in the 
U. S. and is rapidly becoming one 
of the lowest-cost textile pro- 
ducers. Last year Textron built a 
$4 million plant in Puerto Rico 
and plans to increase operations 
in that country are expected to 
lift annual output there to around 
$20 million. Also contemplated is 
expansion of the company’s facili- 
ties for knitting and weaving of 
the newer synthetics. Locations 
have been selected for the erection 
of two new weaving mills and a 
new tricot knitting unit. Such a 
program may well increase the 
company’s sales potential to $200 
million, according to company 
estimates. However, Textron 
products are for the most part 
highly styled and vulnerable to 
any downturn in civilian demand. 


1950 sales totalled $87.5 million 
against $67.8 million in 1949 and 
net profits amounted to $3.1 mil- 
lion after deduction of consider- 
able losses on liquidated proper- 
ties, against a deficit of $1.6 mil- 
lion in 1949. Per share earnings 
rose to $2.38 against 1949’s $1.89 
deficit and dividend payments 
continued at the rate of $1 per 
share. First quarter earnings just 
announced, amounted to $1.5 mil- 
lion or $1.26 a share against 
1950’s first quarter of $674,000 or 
50 cents a share. The company re- 
ports considerable military con- 
tracts for its parachute cloth, for 
sheets, pillow cases and miscel- 
laneous products. 


The longterm outlook for the 
company saleswise appears favor- 
able. Earnings, however, may be 
adversely affected by a poor EPT 
cushion. The company estimates 
it’s EPT credit at $13.9 million. 


Burlington Mills 


Burlington Mills, the nation’s 
largest weaver of fabrics from 
rayon and synthetics consuming 
about 10% of all rayon yarn pro- 
duced, exclusive of tire cord, is 
planning a $75 million expansion 
program for 1951-52. These plans 
are to be partially financed 
through the sale of 300,000 shares 
of a new convertible preferred 
stock for an aggregate amount of 
not less than $30 million. The 
company already carried a long 


year over $23 million was spent 
on the expansion of existing facili- 
ties and the acquisition of new 
capacity. 


In the December quarter, net 
sales totalled $79.9 million against 
$71.5 million for 1949’s last quar- 
ter and net earnings increased to 
$4.9 million from the previous 
year’s $4.5 million equal to $1.14 
a share against 1949’s $1.08 a 
share. Expectation is that future 
earnings may be unfavorably af- 
fected by a poor EPT cushion and 
declining consumer demand. 


J. P. Stevens & Company, one 
of the largest and most diversi- 
fied of textile companies conclud- 
ed fiscal 1950, a peak year, with 
sales of $294.8 million against 
$227.5 million in fiscal 1949. Net 
income rose $31.9% above the 
previous year’s level. It is expect- 
ed that the large indicated back- 
log of military orders plus civilian 
commitments should hold opera- 
tions at high levels through 1951. 
Although higher taxes and higher 
inventory costs may hurt profits, 
some $10.6 million are currently 
being spent for modernized equip- 
ment and it is expected will pro- 
vide wider profit margins and con- 
tinuance of dividend payments at 
the $3 rate. 

With rayon products providing 
51% of net sales, J. P. Stevens 
has under way construction of a 
new rayon weaving plant at Wal- 
lace, North Carolina, on which 
$4.5 million is being spent. It is 
expected that this mill will be 
producing by next year. 


Operating some 36 plants, 25 
of which are located in the South, 
J. P. Stevens operations are inte- 
grated from raw fiber to grey 
goods with facilities for finishing 
woolens and worsteds which ac- 
count for 21% of sales. The re- 
maining 28% are derived from 
cotton fabrics. The company also 
serves as sales agent for other 
manufacturers in such cotton 
goods lines as domestics and work 
clothes. 

Should civilian demand fail to 
gain momentum for the industry 
as a whole this year, J. P. Steven’s 
position appears better than aver- 
age in relation to other mills since 
its output is chiefly devoted to 
staple items for which demand 
varies less than it does for styl- 
ized fabrics. 


Although the company has 


made provision for payment of — 


all Federal taxes, bank loans may 
be necessary in order to finance 
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ties including the 
Woolen Mills, the company will 
realize further working capital. 
Should military and civilian busi- 
ness measurably accelerate, facili- 
ties appear adequate to handle in- 
creased volume, 


American Woolen 


With order backlogs totalling 
$215.3 million on April 1 con- 
trasted with $55.1 million in 
December and $37.9 a year ago, 
the American Woolen Company, 
the nation’s largest woolen fab- 
rics producer faces a prosperous 
year. This is true even in the face 
of sharply higher taxes, raw ma- 
terial and labor costs, and pos- 
sible squeezes resulting from OPS 
ceilings on fabrics for civilians. 

This is because an overwhelm- 
ing portion of the company’s 
business has been booked by the 
military and at a period when the 
Armed Services purchased with- 
out recognition of price controls. 
Although a slow-down in military 
buying of woolens is forecast, the 
company’s first quarter earnings 
and profits are sharply higher 
than those of a year ago. 


Net sales for the period climbed 
to $33.3 million in the quarter 
ended March 31 against $27 mil- 
lion in the 1950 quarter. This 
brought net profit to upwards of 
a million dollars against $230,000 
a year ago despite a $635,000 in- 
crease in income taxes. Net per 
share, after preferred dividends, 
came to 86 cents as against a defi- 
cit of three cents in the first 
quarter of 1950. 

In view of high inventory costs 
and outstanding liabilities, it is 
questionable whether the direc- 
tors will decide on a dividend in- 
crease. Last year $1 was paid on 
the common. At best, it would 
seem that no more than a modest 
increase, if any, is likely. 

Development of two new ma- 
chines greatly enhances Pacific 
Mills’ competitive position in the 
industry by substantially reduc- 
ing processing costs. The first of 
these is the Pacific Converter 
which makes possible elimination 
of a number of separate opera- 
tions in the processing of syn- 
thetic fibers and the blending of 
these with natural fibers. The sec- 
ond, the Pacific Evenness Testor 
is believed to be the only machine 
capable of making a positive rec- 


(Please turn to page 162) 
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ord of sliver and yarn uniformity 
on every known textile. In addi- 
tion, the company has just intro- 
duced a line of all-synthetic men’s 
suitings adapted to year-round 
use, and for women they are plan- 
ning to offer the low priced ap- 
parel field new and less costly 
wool and synthetic blends. Adop- 
tion of the LIFO method of inven- 
tory valuation enabled the com- 
pany last year to create a $6 mil- 
lion inventory reserve. 

Pacific’s net sales last year in- 
creased to $128.5 million or 30% 
over the 1949 volume to establish 
a new peak. Due to adoption of 
LIFO, profits after taxes equalled 
$6.1 million or $6.39 a share 
against $4.1 million in 1949 or 
$4.29 a share. Had the LIFO basis 
not been adopted, management 
reports, net profit would have 
been approximately $3.72 per 
share higher. 


Diversified Output 


Compared with other compan- 
ies in the industry, Pacific Mills 
which is one of the world’s larg- 
est textile manufacturers and fin- 
ishers deriving 55% of sales from 
cotton goods, about 40% from 
woolens and worsteds and the re- 
mainder from rayons, has an ex- 
cellent Excess Profits Tax base. 
The company estimates it could 
make $9 per share before the tax 
would become effective. 

During 1950 the company paid 
‘four regular 50 cent dividends to- 
gether with an extra of 50 cents 
in cash and 5% in stock. The out- 
look for this year, with large mili- 
tary orders and such new prod- 
ucts adaptable to the defense pro- 
gram as “Pacific Electric Cloth”, 
an electrically conductive fabric 
for electrical power and com- 
munication cable use, is unusually 
favorable. 

Since 1940, Pacific Mills has re- 
invested $35.3 million in improv- 
ing expanding plants and equip- 
ment. While the company report- 
ed working capital at $37 million 
at the end of last year against 
$33.9 at the end of 1949, outstand- 
ing accounts receivable and high- 
er inventory costs may necessi- 
tate bank loans, according to man- 
agement. 





Celanese Corporation 
of America 
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by gaining productive efficiencies. 
Thus labor costs which approxi- 
mated 38 cents per dollar of sales 
four or five years ago gradually 
have been lowered to about 30 
cents. This trend has enabled 
management to improve its earn- 
ings in relation to capital in- 
vested. 

Earnings last year approxi- 
mated 17.5 cents per dollar of 
gross plant investment. This com- 
pared with about 11.5 cents for 
1946 — indicating a striking im- 
provement of about 50 per cent. 
Such progress tends to support 
management’s argument that in- 
tegration in development of raw 
materials sources has _ proved 
profitable. 

Although textile manufacturers 
have experienced a lull in con- 
sumer demand in recent weeks, 
following a spirited rush of an- 
ticipatory buying early in the 
year, Celanese continues to oper- 
ate at capacity and to allocate 
shipments. The company’s cus- 
tomers may be accumulating in- 
ventories of raw materials to 
some extent, but up to the last 
few weeks at least, no important 
slackening in demand had been 
observed by the Celanese manage- 
ment. Certain users of chemical 
fibres — carpet manufacturers, as 
an example—would be glad to take 
larger quantities if the company 
cared to alter its production allo- 
cations. Moreover, weavers of 
men’s wear fabrics have experi- 
enced no letdown in demand and 
continue to take their regular 
allocations. 

Accordingly, all indications 
point to maintenance of high 
level of operations over coming 
months. Management has been 
projecting an increase in sales 
this year of about 30% to some 
$300 million. If pre-tax margins 
can be maintained at the 35% 
rate achieved last year—and there 
seems no logical reason for doubt- 
ing this goal — net operating in- 


come may be raised comfortably | 


above $100 million, compared 
with $82.7 million in 1950. Re- 
sults seem likely to be subject to 
the maximum 62 per cent tax 
rate, so that after provision for 
interest, amortization of debt, etc., 
Federal taxes may take $60 mil- 
lion or thereabouts, compared 
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with $41 million for 1950. Th 
net after taxes again may appro 
imate the $40.3 million reportep 
for last year, which was equiva 
lent to $6.39 a common share. | 

In the light of steadily rising ‘ 
costs and heavier tax burden 
the management appears well sat 
isfied if through expansion of 
sales it can maintain net prof 
after taxes at a level compariny 
favorably with last year’s result} 
Anything approaching this fu 
for 1951 would be deemed favor. 
able and apparently would justifj 
the hope of a higher dividen; 
later on, if relaxation in interna 
tional tensions should permit a 
eventual reduction in Feder 
taxes. 

Meanwhile on basis of 75 cent 
quarterly dividends currently 
paid, the common stock at recent 
price of around 50 affords th 
satisfactory yield of 6%. Thi 
year’s price range has been 563, 
high, 4354 low. 





A Study of 
Consumer Spending Trends 





(Continued from page 131) 


dollar went for soft goods cor. 
trasting with 66.6 cents in the firs 
quarter, 65.6 cents in the secon 
quarter and 66.2 cents in th 
fourth quarter. 
Outlays for food took the big. 
gest slice—22.6 cents of the retail 
dollar. Spending at filling station: 
absorbed 12 cents. This year, 
spending for food is likely to take 
more, and barring gasoline ration- 
ing, no decline in outlays at filling 
stations is in sight. In fact it may 
well rise somewhat. 
Twelve cents out of every retai! 
dollar was spent in general mer 
chandising establishments such as 
department stores, mail order 
houses, variety stores and dn 
goods establishments. This was 4 
good deal less than in prewat 
years when such spending ab 
sorbed between 14c and 15c of the 
retail dollar. For apparel, the pub- 
lic spent 6.6 cents of each dollar, 
somewhat less than in former 
years. Outlays in drug stores, eat- 
ing and drinking places, and other 
retail stores also declined not only 
below 1949 but below general pre: 
war levels on a relative basis ‘] 
shown in the tabulation presenting 
a break-down of soft goods spend, 
ing. 
The respective trend of sales of 
(Please turn to page 164) 
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Total . 


Purchases from Farmers and Suppliers, including 


December 31, 1950—based on 2,827,703 shares 
December 31, 1949—based on 2,570,644 shares 








| Yinanetdl Facts 


Year ended December 31 


INCOME 1950 1949 
Sales Se al ere. Ha Gee én al ne $1,100,852,265 $1,095,063,621 
Dividends, Interest and other sources . 3,129,345 2,160,807 





$1,103,981,610 $1,097,224,428 











Cost of Processing and Warehousing 942,983,137 947,514,299 
160,998,473 149,710,129 
Operating, Administrative and other charges 134,538,607 127,175,425 
26,459,866 22,534,704 
TAXES ON INCOME 
Federal Income Taxes . 10,218,000 7,888,900 
Federal Excess Profits Tax. 1,157,000 _ 
State Income Taxes . 479,522 276,680 
11,854,522 8,165,580 
PROFIT 
(1949—before exchange devaluation adjustment) 14,605,344 14,369,124 
Deduct provisions for decline in conversion value 
Obassets ta COG lle ll _ 765,240 
Net Profit for year . . 14,605,344 13,603,884 
Preferred dividends paid 1,036,733 951,520 
NET PROFIT 
Applicable to Common Stock 
($5.16 a share 1950, $5.22 a share 1949) 13,568,611 12,652,364 
DIVIDENDS 
To Common Stockholders 
($2.40 a share 1950, $1.25 a share 1949) 6,400,897 3,213,306 
RETAINED FOR USE IN BUSINESS . . $ 7,167,714 $ 9,439,058 








BOOK VALUE... PER SHARE OF COMMON STOCK 


$29.57 
$28.06 * 






Recomputed Excess Profils Tax Credit Benefils Safeway Earnings 


Upward revision of the Company’s Federal Excess Profits 
Tax Credit Base from $17,642,744 to $18,284,393* will 
result in a more favorable 1951 earnings bracket for 
Safeway Stores. The new tax base permits the Company to 
earn $10,993,883 after Federal Income Taxes and pre- 
ferred stock dividends, before being required to pay an 
Excess Profits Tax. This tax credit is equivalent to $3.89 a 
share on 2,827,703 outstanding shares of common stock. 

Each additional $1,000,000 over the $10,993,883 
base and up to $36,568,786 falls in the 77% tax bracket. 
After the 77% tax, the Company’s income will total 
$230,000 per million dollars pre-tax income, approxi- 
mately 8¢ a share on the outstanding common stock. 

When pre-tax earnings pass the $36,568,786 figure, 
the tax rate drops to 62% permitting the Company to 
retain $380,000 per each additional million dollars in- 
come or approximately 1314¢ a common share on each 
additional pre-tax million dollars income. 


If the higher 1951 rates for Income and Excess 
Profits Tax are applied to the Company’s 1950 results, 
the net after tax earnings on the increased number of 
shares (2,827,703) would be $4.27 per common share. 
This compares with reported 1950 earnings of $5.16 
per share on the 2,629,760 shares then outstanding. 

In 1950 Safeway paid an Excess Profits Tax of 
$1,157,000, which is the equivalent of 44¢ per share 
on common stock. The 1950 per share earnings (based 
on 2,629,760 common shares, the average number out- 
standing during the year) were: 


Per Share after 
Excess Profits Tax 


Per Share before 
Excess Profits Tax 








United States Income $4.68 $4.24 

Canadian Dividends 92 -92 

MOGs es. « $5.60 $5.16 
President 


*The Revised Excess Profits Tax Credit of $18,284,393 is computed as follows: 


Base Period Net Income S ms 
1946 1947 1948 1949 AFEWAY TORES 
$19,744,628 $11,735,913 $11,937,119 $19,677,847 I N C re) R PO R ATED 


Average 3 highest years $17,119,865 


O55 avavetege. 6 sk ks es th hl UC 
Capital additions—Base Period . . . . . 


. $14,551,885 


Soe ae 395,328 For copy of 1950 Annual Report, write Librarian, 
Capital additions—Estimated 1951 . . . «2 « 2 « « 3,337,180 Safeway Stores, Incorporated, Post Office Box 660, 
Total Excess Profits Creditfor 1951 . . 2 »« « « $18,284,393 Oakland 4, California 
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A Study of 
Consumer Spending Trends 





(Continued from page 162) 


durable and non-durable goods 
relative to income affords one 
means of evaluating the current 
position of retail trade. In 1950, 
durable goods sales rose substan- 
tially relative to income while 
those of non-durables showed little 
change. It is equally interesting to 
note that throughout the postwar 
period, non-durable goods sales 
did not fall below the level de- 
rived from the prewar relation- 
ship between sales and income. On 
the whole, these sales have con- 
tinued higher throughout the post- 
war period—relative to income— 
than was the case in prewar 
periods. 

Despite the shift of the relative 
importance of durable goods in the 
retail structure, as evidenced by 
the percentage ratios presented in 
the table, it must be expected that 
the change to a defense economy 
may bring at least a temporary re- 
versal. Still, since the proportion 
of the production going to defense 
will be substantially smaller than 
during World War II, the impact 
of defetise requirements on the 
consumer spending pattern should 
be much less drastic. 

The public’s spending for dur- 
ables certainly should not drop to 
anywhere near the 1944 rate of 
15.4 cents out of each retail dollar, 
or less than half last year’s rate. 
The decline should come nearer to 
25%, to somewhere around 26 
cents which in turn wouldn’t be so 
much below the 1948 rate of 29.2 
cents out of each retail dollar. And 
1948 was quite a good year in hard 
goods industries. A 30% drop 
would bring the ratio down to the 
1939 level. 

To what extent the soft goods 
industries can capture the amount 
out of each dollar spent less for 
durables is in question though it is 
virtually certain that they will de- 
rive some gain. When this hap- 
pens, it will be the first time since 
the end of World War II that the 
public will be increasing its rate 
of spending for soft goods. 

But the latter will not be with- 
out competition for the consumer 
dollars freed by reduced spending 
for hard goods, necessitous or 
otherwise. Some of them will 
doubtless go for services, some of 
them for amusements, but prob- 
ably little if any for luxuries 
which, in view of the high cost of 
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living and drastic excise taxes, 
have a hard struggle to maintain 
themselves in the consumers’ 
favor. 

Then there are higher personal 
income taxes in the offing which 
may absorb part of the spending 
power released by the declining 
hard goods supply, not to mention 
a spate of new excise taxes which 
if enacted are bound to influence 
buying trends. 

All these factors combined bring 
us to the conclusion that while soft 
goods lines stand to benefit from 
the indicated shift in spending 
trends, they will hardly experience 
a boom akin to that during World 
War II years. Prospective condi- 
tions both from a_ production 
standpoint and the standpoint of 
available spending power and/or 
spending propensity, do not point 
in this direction. But the soft 
goods business may well be helped, 
both in overcoming present inven- 
tory difficulties and towards re- 
establishing its former stature in 
the consumer spending pattern. 





Continuing Boom in the 
Paper Industry? 





(Continued from page 145) 


To assure its future supply of 
pulpwood, the company and its 
affiliates own 490,000 acres of 
woodlands, and woodpulp is pro- 
duced in all but one of its paper 
mills. Sulphite pulp, though, is 
purchased from outsiders. While 
1951 earnings may be adversely 
affected by heavier taxes, Mead’s 
outlook otherwise is encouraging, 
and 40 cents quarterly dividends 
appear to be secure. 

Substantial demand for all 
classes of paper products is bene- 
fitting the operations of St. Regis 
Paper Company, a manufacturer 
of printing and publishing paper, 
multiwall bags and kraft items. 
This concern operates numerous 
plants from coast to coast and in 
several foreign countries. While a 
large producer of pulp, it buys 
both domestic and imported pulp 
for some of its non-integrated 
mills and also sells to outsiders. 
In 1950, $10 million was spent to 
improve plant capacity and fur- 
ther expansion is under way this 
year. 

Larger volume and_ higher 
prices, offsetting increased wage 
and other costs, widened margins 
and lifted net earnings last year 
quite substantially, as shown by 
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-and the question of raising the 


net per share of $2.10 comparej 
with 91 cents in 1949. As the num. 
ber of common shares outstanding 
is relatively large, and they are 
preceded by several senior issues, 
net earnings per share are nor. 
mally moderate and subject t 
rather wide variations at times. In 
the current year, however, quar. 
terly dividends of at least 1 
cents a share should be paid, with 
a possible extra indicated. 





The Reversal in Gold 
Movements 





(Continued from page 136) 


Normally, any outflow of gold 
operates in a restraining direction 
on the domestic monetary situa. 
tion and it has probably done go, 
however mildly, in the recent past, 
that is in a period when other in- 
fluences were predominantly infla- 
tionary. Should the exodus cop- 
tinue over any length of time. 
impacts probably would not be 
severely deflationary for some 
time. But it could affect our finan- 
cial structure eventually if gold 
redistribution were to continue at 
the recent rate. 

This, as we have concluded, is 
not likely for reasons stated. 
Moreover, any deflationary effect 
were to be welcomed so long as in- 
flation is the great danger. It 
would be another matter if it were 
to hit us in times of depression. In 
that event, the deflationary impact 
would certainly be unwelcome. 


gold price would become acute. 

After all, it is well to remember, 
that when the U. S. accumulates 
gold, our credit potential is ex- 
panded at least five times. In other 
words, a gold influx of $5 billion 
would widen the credit potential 
by $25 billion. The inflationary 
character of such a development 
is obvious. But this also works the 
other way. An annual drop of $4 
billion in our gold stock—and that 
has been the recent peak rate of 
loss—would reduce our credit po- 
tential by about $20 billion. While 
we could easily afford this at pres- 
ent (hence there was hardly any 
deflationary effect from the latest 
outflow), we would have reason to 
worry if it were to happen at a 
time when other deflationary 
forces are also at work. 

As it is, the effects of the trans- 
fer of funds to foreign ownership 
were obscured to-date by other in- 
fluences operating to expand bank 

(Please turn to page 166) 
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sa Fifty million dollars, representing 52% of total profit, 

late: | Went to national, state and local governments for DEPRECIATION 

S ex- taxes, exclusive of Social Security taxes. Indirectly, 

other} everyone benefited from this money. 
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Southern California 
Edison Company 


DIVIDENDS 

CUMULATIVE PREFERRED STOCK 

4.08% SERIES 

DIVIDEND NO. 5 

CUMULATIVE PREFERRED STOCK 

4.88% SERIES 

DIVIDEND NO. 14 
The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 

25Y2 cents per share on the 
Cumulative Preferred Stock, 
4.08% Series; 

3014 cents per share on the 
Cumulative Preferred Stock, 
4.88% Series. 

The above dividends are pay- 
able May 31, 1951, to stock- 
holders of record May 5, 1951. 
Checks will be mailed from 
the Company's office in Los 
Angeles, May 31, 1951. 

P.C. HALE, Treasurer 
April 20, 1951 
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A GROWING COMPANY 


IN A GROWING WEST 


Serving in Utah, idaho, Wyoming, Colorado 





ComPANY 


Common 
Stock 
DIVIDEND 


The Board of Directors has authorized 
the payment of a quarterly dividend of 
fifty cents ($.50) per share payable June 
8, 1951 to holders of Common Stock of 
record May 25, 1951 who on that date 
hold regularly issued Common Stock 
($1.00 par) of this Company. 

CHAS. F. BRADLEY, Secretary 
One Broadway, New York 4, N. Y. 








166 








The Reversal in Gold 
Movements 





(Continued from page 164) 


reserves, particularly the large- 
scale sale of Government securi- 
ties to the Federal System. Never- 
theless, the overall liquidity of the 
banking system was at least some- 
what reduced in the process, hence 
the gold outflow acted as a re- 
straining element in the domestic 
money market. 

We may continue to lose gold 
but if so, it would be fantastic to 
see therein an omen of impending 
financial disaster. Nor is it easy 
to foresee conditions which might 
make for an outflow of gold big 
enough really to weaken our finan- 
cial structure. 

True enough, were we to head 
into a prolonged period of sizeable 
import surpluses, the time would 
eventually come where the trend 
might reach a danger point. This 
is unlikely on basis of trade terms 
alone; but there could be such a 
tendency, were we to continue 
heavy global subsidies indefinitely. 

And then there is the inflation 
problem. Failure to fight inflation 
successfully might ultimately lead 
to further conversion of foreign 
dollar balances into gold and the 
export of such gold. Considering 
that foreign dollar holdings at the 
end of last year totalled $7.6 bil- 
lion, such a movement could take 
on sizeable proportions. All of 
which highlights the need to fight 
inflation to a standstill. 





For Profit and Income 





(Continued from page 149) 


so. They rose to a record $8.47 a 
share last year. The stock is still 
speculative, but much less so than 
formerly. Yet on 1950 earnings of 
$8.47, $2.50 in dividends and book 
value of $37.24, it is now priced 
at 3134. (1951 high 323), com- 
pared with a high of 493% in 1937 
on a deficit, no dividend, and a 
book value of well under $10 a 
share; and with a high of 54% 
in 1929 on earnings of $1.93 a 
share and no dividend, plus a low 
book value. In short, speculators 
used to rush in where investors 
feared to tread, and now both may 
be under-estimating the radical 
build-up in the true value of this 
stock. The writer is not saying it 
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is a rare bargain, or ready for, 
big run-up, but that it appears ty 
be a sound and promising specu. 
lation to buy on reactions. 


Titanium 


The properties of the new metal 
titanium, including relatively light 
weight and great strength, are 
such that it is bound to compete 
effectively with stainless steel ip 
time, as the price comes down; 
and, in some applications, with 


’ aluminum. The price is very high 


primarily because all present 
known refining processes are s0 
intricate that they preclude any. 
thing approaching mass produce. 
tion. Regardless of price, how. 
ever, military and other special. 
ized demand will exceed supply 
for the indefinite future, making 
production profitable. The biggest 
producers are National Lead and 
duPont. New Jersey Zinc is going 
into the field, in alliance with 
Kennecott Copper. There are a 
number of others actively inter. 
ested in greater or lesser degree; 
and still more are likely to be. 
When companies of the type 
named go seriously into a “‘won- 
der product’, you can be pretty 
sure it is the McCoy. It is believed 
to be an appreciable profit source 
for National Lead already. This 
issue would be this column’s long- 
term choice if a single “titanium 
stock” were the objective, even 
though it is in very high historical 
ground at 7034, compared with 
earlier 1951 high of 7614, 1946 
high of 405, 1937 high of 44 and 
1929 high of 21. However, the rise 
has not been out of line with the 
growth of earnings and dividends 
to a record of $7.23 a share and 
$4.00 a share, respectively, last 
year. 


Drugs 


A number of drug manufac- 
turers have hit jackpots, in vary- 
ing degrees, with highly effective 
new remedies. Among the spec- 
tacular winners have been Ameri- 
can Cyanamid, Pfizer and Merck. 
The last named now has a big 
lead in one of the latest medical 
sensations — cortizone — and may 
possibly make money out of it this 
year, as well as big money over a 
longer period. Abbott Labora- 
tories was long perhaps the most 
favored drug growth stock, earn- 
ings reaching a 1948 level more 
than 20 times those of 1929, and 
the stock reaching a 1950 high of 
5414, against 1929 high of 314- 
both figures adjusted for a num- 
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per of stock splits and stock divi- 
dends. However this company, 
which earned $2.91 a share last 
year and paid $1.85, has been 
somewhat static, at least in earn- 
ing power, since 1946. Relatively 
recent large capital outlays, and 
new products, may well bring it 
to life again—in time for higher 
taxes to skim off much of the 
benefit. 


Sulphur 


The supply of sulphur, used in 
agreat number of essential chemi- 
cal and industrial processes, is 
relatively inelastic, the long-term 
demand trend is upward, and the 
present supply-demand situation 
is exceedingly tight. The leading 
companies are relatively well situ- 
ated from a tax angle. Hence, no 
coud in their skies is visible. 
They are Texas Gulf Sulphur, 
Freeport Sulphur, DuVal Sulphur 
& Potash, and Jefferson Lake Sul- 
phur. The first two are the best 
known. Texas Gulf stock recently 
reached an all-time high of 105 
and is now 9814, on estimated 
1950 net of nearly $8 a share and 
dividends of $5.50, both also set- 
ting records. Freeport reached a 
new peak of 88, and is 80 now. 
Earnings last year were $8.46 a 
share, dividends $5, both new 
peaks. On principle, this column is 
reluctant to enthuse about ob- 
viously favorable and well-recog- 
nized situations. The fact remains 
that it is easier to see a basis for 
further longer-term rise in sul- 
phur stocks, subject to normal 
interim reactions, than a basis for 
serious decline. 





E.P.T. Impacts on Earnings 
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that level would be taxed at a 
17% rate, but subject to the over- 
all 62% ceiling. Although Federal 
taxes on income were increased by 
the equivalent of about $1 per 
share in 1950, they were readily 
absorbed and net earnings rose to 
$6.68 per share compared with 
$5.45 for the prior year. 
McGraw Electric Company has 
indicated that the company’s ef- 
fective Federal income tax was 
58% for 1950, compared with 
39% in 1949, and that of course 
it will be higher in 1951. Under 
present statutes, the management 
states, the exemption base would 
permit earnings of at least $5.50 


highlights of the 
1950 - ANNUAL REPORT 





HOUSEHOLD FINANCE 


Household Finance Corporation was 
established in 1878, incorporated in 
1925. The annual volume of loans 
handled has grown markedly during 
these seventy-two years, but the es- 
sential nature of the loans themselves 
has remained relatively constant. 

All loans were instalment loans, 
payable from customers’ future in- 
come. A considerable number of 
these loans were used to retire debt 


ESTABLISHED 1878 


which already existed. In consoli- 
dating their obligations, customers 
refund their obligations into a form 
suited to their ability to retire the 
loan in small periodic payments. 
This is the only way many people 
can get out of debt. 

Household’s lending makes pos- 
sible liquidation of debts within the 
makers’ ability to repay. Such debt 
retirement is not inflationary. 


Number of Branch Offices at Year-end. . . 


Number of Loans made during Year........ 
Amount of Loans made during Year........ 


(Canadian dollars included at par) 


Customer Notes Receivable at Year-end. .... 


Number of Customer Notes Receivable at 


NCAT EL CS RE Ie inn eee oa nen Pe 
Average Balance per Note Receivable. ...... 
. $267,175,689 


Total Assets Employed at Year-end... .. 


Number of Employees at Year-end....... 
Compensation Paid Employees during Year. . 


Total Taxes Paid during Year........... 
Net Incomes ..5 oa 
Net Income as a % of Average Employed 

SSCS hao Sect hear EIS eo ec ok olay 


Net Income per Common Share........... 
Dividends per Common Share............ 


1950 


=) ae 


1,651,824 
$426,354,959 


$237 ,992,971 
1,164,282 


$204 


4,076 
$11,301,312 
$12,105,888 


$11,925,914 


.. 4.82% 


$4.09 
$2.30 


1949 
490 
1,539,674 
$379,173,367 


$207,125,905 


1,064,332 
$195 
$230,921,407 
3,828 
$10,146,636 
$8,122,397 
$10,123,507 


$3.52 
$2.00 


Statistics include Household Finance Corporation and its consolidated 
subsidiaries. Except where indicated, Canadian dollars are expressed 





in terms of U. S. dollars. 








per share annually before being 
subject to an excess profits tax. 
This amount is after allowance 
for normal] and surtax at the pres- 
ent 47% rate. McGraw Electric 
last year provided $900,000 for 
EPT, apart from $6.5 million of 
Federal and Canadian taxes. The 
latter amounted to $12.72 per 
share, or $1,687 per employee. Net 
earnings of $9.23 per share, not- 
withstanding, were only slightly 
below the $9.45 in the record year 
1948. 

Revere Copper & Brass, Inc., 
had an excellent year in 1950, al- 


though increased Federal taxes 
reduced net earnings by $2.41 per 
share. Despite this fact, a sharp 
upsurge in volume and taxable 
earnings produced final profits of 
$8.47 per share on the common 
stock after preferred dividends, 
compared with $3.56 in 1949. The 
management estimates that ap- 
proximately $4 per share can be 
earned in 1951 (after normal tax 
and surtax of 47%) before excess 
profits taxes will apply. In 1950, 
the company provided for $2.1 
million EPT compared with $10.1 
(Please turn to page 168) 
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How your dollars 


STRIKE BACK 
AP CANCER 


2 
4 = } 












.  - 


through 


RESEARCH 


that saves lives 


In the past six years, the Amer- 
ican Cancer Society has de- 
voted $16,856,000 to the sup- 
port of Research, chief hope of 
millions of threatened cancer 
victims. Science has given us 
improved techniques in diag- 
nosis and treatment that have 
saved thousands of lives. Your 
contribution to the Society also 
supports Education and Serv- 
ice to the cancer patient. 


AMERICAN 
CANCER SOCIETY 


Mail your contribution to 
“CANCER” in care of 
your local post office 

















E. P. T. Impact on Earnings 





(Continued from page 167) 


million for regular income taxes, 
a rather higher proportion than 
some of the situations we have 
discussed. 

Greyhound Corporation, the 
countrywide bus system, esti- 
mates a very substantial exemp- 
tion base of $27.7 million, which 
after deducting normal and sur- 
taxes would permit earnings of 
$1.48 per share in 1951 before 
EPT would become applicable. 
This operator has a number of 
subsidiaries, and the estimate is 
on the assumption that each one 
will have taxable income to equal 
its special EPT base. 

Earnings in excess of the base 
credit of one corporation cannot 
be applied against the unused 
credit of another. Unless taxable 
earnings of Greyhound expand 
substantially, EPT will be a rela- 
tively small problem. Last year, 
provision for this levy was only 
about $267,000 in contrast to 
$13.4 million Federal and state 
regular income taxes. Net earn- 
ings of Greyhound in 1950 were 
$1.25 per share compared with 
total taxes of $2.30 per share. 


National Gypsum Co. 


National Gypsum Company’s 
taxable earnings of $18.2 million 
in 1950 made it subject to a total 
Federal tax of $8.6 million on in- 
come, of which $1.2 million repre- 
sented excess profits taxes. The 
latter equalled about 57 cents a 
share on the common stock. The 
management estimates its exemp- 
tion base for 1951 at approxi- 
mately $9.77 million, which would 
equal around $4.40 per share. All 
U. S. taxes last year amounted to 
11% of sales and took about 47% 
of pretax income compared with 
38% in 1949. Due to heavy demand 
and improved operating efficiency, 
1951 pretax earnings of National 
Gypsum may increase, as should 
also its tax liabilities, but the reas- 
onable EPT exemption base could 
moderate the impact of this levy. 


Safeway Stores seems to have 
fair protection against excess 
profits taxes. This levy last year 
amounted to a moderate $1.1 mil- 
lion compared with regular income 
taxes of $10.2 million. The 1950 
annual report reveals an estimate 
that all U. S. profits in excess of 
$17.6 million per year before taxes 


T a 


will be subject to EPT, and that 
if the earnings of non-consolidate 
subsidiaries continue at the 195) 
rate, the company could earn up to 
$3.70 per share before being liable 
to excess profits taxes. It is inter. 
esting also to note from the report 
that if pretax earnings should 
reach $35.2 million per year the 
maximum income and excess pro. 
fits tax limitation of 62% of earn. 
ings would apply. 

Merck & Company’s 1950 earn. 
ings were considerably affected by 
the higher income tax rates that 
applied. On pretax earnings of 
$22.7 million, total U. S. taxes on 
income amounted to $11.5 million, 
but the annual report does not 
show what if any portion repre. 
sented excess profits taxes. The 
statement was made, though, that 
the EPT exemption base for 1950 
was computed at approximately 
$11 million of earnings before 
taxes. 


White Motor Co. 


White Motor Company, based 
on the present tax law, has esti- 
mated an excess profits tax credit 
of $5 million for 1951. On sales of 
$102 million last year, the com- 
pany attained taxable earnings of 
$8.8 million, of which Federal and 
Canadian income taxes took $4 
million and excess profits taxes 
$650,000. Despite these heavy im- 
posts, net earnings of $6.14 per 
share compared with $1.41 in 
1949, and were exceeded only by 
$7.95 in 1947. According to the 
1950 annual report of White Mo- 
tor Company, the bank of unfilled 
orders for commercial vehicles 
was the largest in its history, and 
military orders alone amounted to 
$12 million. Production during the 
first quarter of 1951 was at a high 
level, but availability of materials 
will determine the output rate in 
the near term. 





How Real Is Threat 
To Dividends? 





(Continued from page 129) 


dividend record since 1900 gives 
the shares considerable invest- 
ment merit and a slight variation 
of annual dividends would prob- 
ably not impair that status. 

Our table shows that Bucyrus- 
Erie Company last year paid total 
dividends of $2 per share com- 
pared out of net earnings of $2.80, 


(Please turn to page 170) 
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Adjust Your Investment Program 


—To Take Advantage of New Investment Bargains 


UBSTANTIAL changes may be advisable in your security 
holdings—your investment policy—as individual com- 
panies are affected by allocations, controls, increased 
taxes, military orders, price adjustments. Now is the time 
to turn to The Investment and Business Forecast for 
specific advice on your stocks—which to hold—which to 
discard—and for a sound investment program fitted to 
today’s conditions. 
1, When to Buy and When to Sell 
Our weekly market forecast . . . with chart of daily 
action .. . projects the trends and basic forces at work. 
Definite market advice is then 


3. Programs Fitted to Your Needs 


Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are three programs: (a) 
Stressing Security of Principal and Assured Income— 
with Appreciation; (b) Dynamic Securities for Capital 
Building with Higher Dividend Potentials; (c) Low- 
Priced Opportunities for Large Percentage Profits. Each 
program comprises a fixed number of securities and it is 
our aim to have you contract or expand your position as 
we anticipate pronounced market weakness or strength. 

- Sound selection and timing key- 








given which you can apply to 
your independent holdings and 
to our recommendations. In- 
cluded . with graphs .. . 
are Dow Theory Interpreta- 
tions of Major and Intermedi- 
ate Trends; also of our special 
Market - Support Indicator 
measuring supply and demand. 
The latter has been highly ac- 
curate in the past...and shows 
significant indications at this 
time. 





2. Definite Advices on Intrin- 





ENROLL NOW ... For Our New 
Security Recommendations 


Join our Service today to be ready to take 
full advantage of our new selections of out- 
standing investment bargains under the war- 
economy outlook for 1951. It is important 
to participate in our investment campaigns 
from their start—since we time our new pur- 
chases carefully and individual stocks can 
score substantial percentage rises on the 
initial phase of their advance. 


note FORECAST SERVICE. 


4. Continuous Consultation 

You are welcome to consult us 
... by mail or by wire... on 
securities in which you are in- 


terested . . . as many as 12 at 
a time ... to place and main- 


tain your portfolio on a-sound 
basis. We will advise you what 
to hold .. . switch .. . or close 
out. 


A Plus Service . . . These con- 
sultation privileges alone can be 

















sically Sound Issues 
All recommendations must meet our rigid evaluating 
factors in regard to: (a) Strategic position in a Mobilized 
Economy; (b) Financial Strength; (c) Proven Earning 
Power; (d) 6% to 7% Yields Amply Supported by Earn- 
ings. We also specialize in the selection of growth situa- 
tions in Low-Priced Stocks for Large Percentage Gains. 
Technical as well as fundamental factors are carefully 
considered as it is our steadfast policy to have you stra- 
tegically time your commitments. This overall analysis is 


worth hundreds and thousands 
of dollars to you in concentrating in potential leaders . . . 
in stable investment situations . . . in avoiding laggards 

. in keeping your position adjusted to the market’s 
outlook, as we build a strong military arm backed by 
organized industry. 


Enroll NOW for the protection and advantages of Fore- 
cast Service . . . especially in coming decisive market 
phases. At this time, you also have the advantage of our 














Subscriptions to The Forecast 
are deductible for tax purposes. 


Your subscription shall not be assigned at 
any time without your consent. 


List up to 12 of your securities for our 
initial analytical and advisory report. 


fully applied to all selections ... bonds and preferreds Special Offer of Free Service to June 5. Mail the 
as well as common stocks. coupon below today. 
" — FREE SERVICE TO JUNE 5, 1951 
Mal Coupon ; -< +}-------- 
6/5 

| | 

Joday. / | | THE INVESTMENT AND BUSINESS FORECAST | 

| of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. | 

6 | I enclose [ $60 for 6 months’ subscription; [] $100 for a year’s subscription. 

Special Offer : (Service to start at once but date from June 5, 1951) 

MONTHS’ SPECIAL MAIL SERVICE ON BULLETINS 

6 SERVICE $60 Air Mail: ( $1.00 six months; [] $2.00 [] Telegraph me collect in anticipation of 
| one year in U. S. and Canada. important market turning points...when | 
Special Delivery: [ $4.00 six months to buy and when to sell...when to ex- 

MONTHS’ | C] $8.00 one year. pand or contract my position. ! 

12 SERVICE $100 | — 
| 

Complete service will start at | NOR she ioc bee ruseet ee ecsce ! 

once but date from June 5. 

f | CI oc ketene eon pe eee nr ! 

| ! 

| | 
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DIVIDEND NOTICES e 
DEBENTURE: The regular quarterly 
dividend of $2.00 per share on the De- 
benture Stock will be paid May 1, 1951, 
to stockholders of record April 23, 1951. 
“A” COMMON and VOTING 
COMMON: A quarterly dividend of 
30 cents per share on the “A” Common 
and Voting Common Stocks will be paid 
May 15, 1951, to stockholders of record 
April 23, 1951. 

A. B. Newhall, Treasurer 


Dewnioon 






















emt COLUMBIAN 
CARBON COMPANY 


One-Hundred and Eighteenth 
Consecutive Quarterly Dividend 


A quarterly dividend of 50 cents per 
share will be paid June 11, 1951 to 
stockholders of record May 15, 1951, 
at3 P. M. 
LYLE L. SHEPARD 
Treasurer 




















IF and WHEN THE MARKET TURNS 
Be Prepared for Quick Action 
To Protect Your Profits 
You Need the New Enlarged May Issue of 


GRAPHIC STOCKS 


Now Containing OVER 


1001 CHARTS 


These give you the complete history of 

virtually every stock actively traded on 

the New York Stock Exchange and New 

Heng Curb, for over 11 years to May 1, 
51. 


Shown are: 
e Monthly Highs and Lows 
e Annual Earnings 
e Annual Dividends 
e Latest Capitalizations 
e Monthly Volume of Shares 
e Stock Splits—Mergers—etc. 


(See chart on Celanese on page 141) 


Also — 48 Group Averages printed on 
transparent paper, and the three Dow- 
Jones Averages from 1927. 


GRAPHIC STOCKS 


The amazing book of stock charts, will 
help you to make quick and profitable 
decisions. 


This Spiral Bound book, 842 x 11 inches, 
will be off the press about May 10 


SEND YOUR ORDER TODAY 
to insure prompt delivery 


SINGER ee $10.00 
Yearly (6 Revised Issues)................ 50.00 


F. W. STEPHENS 


15 William St., New York 5 
Tel.: HA 2-4848 
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How Real is Threat to 
Dividends? 





(Continued from page 168) 


an obviously generous proportion. 
Special circumstances, though, 
accounted for this. During several 
months of last summer, earnings 
were depressed by prolonged 
strikes, but later recovered and 
since then have continued at a 
satisfactory level. Receipt of large 
military orders for power shovels, 
cranes, tractor equipment and 
dredges, combined with substan- 
tial export orders, seem to assure 
capacity operations in 1951. 
Although the company’s earn- 
ings in 1950 were not subject to 
excess profits taxes, they may be 
so in the current year, and mar- 
gins on military business will 
tend to narrow. With smooth op- 
erations, however, net earnings 
should exceed those of last year. 
Thus the 40 cents quarterly divi- 
dends will likely hold, and a mod- 
erate year-end extra may be paid. 


Mack Trucks 


Resumption of dividends by 
Mack Trucks, Inc. early this year 
would hardly have been under- 
taken if the outlook did not prom- 
ise their continuance at the mod- 
erate rate of 25 cents a share 
quarterly. 1950 operations of this 
strong truck manufacturer, while 
far more profitable than in the 
depressed year of 1949, produced 
net earnings of only 93 cents per 
share compared with an indicated 
dividend rate of $1 for 1951. Re- 
ceipt of large military orders, one 
alone involving $25 million, and 
continued satisfactory demand 
from civilian sources, apparently 
have created confidence by the 
management over this year’s op- 
erations. 

Much, though, will depend on 
a free flow of materials to assure 
smooth operations, and uncertain- 
ties will cloud this factor for 
several months to come. Greatly 
expanded facilities and installa- 
tion of modern equipment should 
bring relatively good earnings 
for Mack Trucks if the materials 
supply becomes better assured. 
Dividends at the current rate will 
likely be continued. 

Strong finances and fairly stable 
operations enable some of the 
leading millers to distribute a lib- 
eral share of earnings. Although 


annual profits of Pillsbury Mills, 
for example, in fiscal 1950 declined 
for the fourth consecutive year, 
dividends of $2 per share held at 
the same rate as in 1948 and 1949, 
and were only 30 cents a share 
below 1947 when $7.73 was 
earned. Last year’s net of $2.16 a 
share covered dividends by only a 
scant spread, but margins were 
abnormally narrowed by crop con- 
ditions and intensified competition 
at home and abroad. As the fiscal 
year of this concern ended May 
31, 1950, no benefits from the post- 
Korean boom were enjoyed. Since 
then, though, sales in each of the 
three following quarters were 
sharply above a year earlier, and 
large crops of soybeans and other 
grains have permitted larger and 
steadier production. In the circum- 
stances, and as the company has 
a very favorable exemption base 
for excess profits taxes, earnings 
in the current fiscal year should 
cover dividends by a wider mar- 
gin. 50 cents per share quarterly 
dividends have continued to be 
paid, and no near term change in 
the rate is expected. 

Swift & Company’s 1950 earn- 
ings of $2.73 per share were un- 
duly depressed compared with 
1949 because use of the Lifo meth- 
od of valuing inventories mini- 
mized utilization of increased 
prices during the year. Hence to 
pay total dividends of $2.35 per 
share was seemingly quite liberal. 
To dispel any question about pay- 
ments in the current year, though, 
the directors have declared quar- 
terly dividends of 40 cents a share 
in advance for all of 1951. A pay- 
ment of a 75 cents extra in March, 
accordingly, assured total divi- 
dends of $2.35 per share this year, 
same as in the year before. 





New Market Test Ahead 





(Continued from page 123) 


1950 profits, are deceptive in ap- 
preciable degree. Yet these cur- 
rent yields and _ price-earnings 
ratios—plus assumed further in- 
flation—are the primary argu- 
ments of those who think the mar- 
ket ought to be on a one-way 
street to radically higher levels. 
Yet it normally takes more than 
a static or declining trend of earn- 
ings and dividends to nourish a 
continuing market advance. 
True, we had much of the 1942- 
1946 rise with static earnings and 
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dividends; but that was from a 
historically low level of stock 
prices; and the market was dis- 
counting both victory in a global 
war and a postwar catching up 
boom. In contrast, the present 
market level is historically high; 
and on any longer-term view the 
situation is replete with uncer- 
tainty as regards war, peace and 
economic activity without active 
re-armament. 


No Bear Market 


We are unable now to see the 
conditions for a bear market—but 
the alternative does not neces- 
sarily have to be a major further 
rise. To see what one alternative 
might conceivably be, all you have 
to do is to look back on the short- 
duration price swings—ranging 
from 23 to 49 points in the Dow 
industrial average — in the ex- 
tended period between mid-1946 
and mid-1949. Another alterna- 
tive might be a possible conclu- 
ding blow-off phase of the 1949- 
1951 cycle, if the investing public 
over-sells itself on inflation. In 
that case, there would be higher 
stock prices before lower, rather 
than the reverse; and the market 
could become seriously vulnerable 
in no great time, even while “look- 
ing good” on chart performance. 
-Monday, April 30. 





The Trend of Events 
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Department as witness the severe 
slash voted by the House in “Voice 
of America” funds, will probably 
raise the point whether a Govern- 
ment agency can be really inde- 
pendent, as Congress wants the 
E.C.A. to be, if its purse strings 
are controlled by an outside group, 
and one dominated by the State 
Department at that. It would seem 
that the question has already in 
advance been answered in the 
negative, probably for good rea- 
sons. 

There is no need for the State 
Department to dominate fund al- 
locations in the interest of “best 
coordination with foreign policy.” 
Policy coordination can and should 
be attained regardless of who dis- 
burses foreign aid funds. Dis- 
bursement by experienced and in- 
dependent agencies is a guarantee 
against the persuance of policies 
for which Congress and the public 
may have little sympathy. 


MAY 5, 1951 





The Strength and Weakness 
of Our Enormous Productive 
Capacity 





(Continued from page 126) 


operations. No better evidence of 
this has been indicated than the 
recent surprising discovery that 
most of the large quantities of 
Government-owned machinery 
placed in mothballs after World 
War II had become useless from 
obsolescence. It seems certain that 
the nation’s largely expanded pro- 
ductive capacity will stimulate de- 
mand for replacement equipment 
on an encouraging scale. 

Finally, Washington is fully 
aware of the specter of a possible 
serious recession that might fol- 
low in the wake of military pre- 
paredness, and perhaps will envis- 
age the risk of maintaining too 
high a level of civilian production. 
To generate a larger amount of de- 
ferred demand than presently may 
evolve from current planning. 
Still stricter curbs on the purchase 
of durables or on home construc- 
tion when defense production 
really gets into its stride, should 
create little surprise. 





Answers to Inquiries 
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new divisions. Dividends in 1950 
totaled $1.90 per share and 50¢ is 
the current quarterly rate. 


Stone & Webster, Inc. 


“Please furnish information as to the 
recent annual earnings of Stone & 
Webster, Inc., financial position of the 
company and dividends.” 


E. W., Grand Island, Nebr. 


Stone & Webster, Inc., reported 
consolidated net income for 1950 
of $6,038,595 or $2.87 per share, 
as against $6,383,086 or $3.03 per 
share in 1949. 


™ Consolidated gross earnings of 
$21,556,655 in 1950 showed rela- 
tively little change from the total 
for 1949, the decline in revenues 
from engineering and construc- 
tion services having only slightly 
more than offset the increases 
which ocurred in 1950 in all other 
categories of gross earnings. Gen- 
eral expenses of $10,53444,660 
were slightly higher for 1950 than 
for the prior year. Despite higher 
income tax rates and the new ex- 
cess profit taxes applicable to 


Chemical Fund 
s Inc. 


A Prospectus describing the Come 
pany and its shares, including 
the price and terms of offer- 
ing, is available upon request. 


F. EBERSTADT & CO. INC. 


39 Broadway New York City 














ELECTRIC BOAT COMPANY 


445 Park Avenue 
New York 22, N. Y. 


The Board of Directors has this day 
| declared a dividend of twenty-five cents 
| per share on the Common Stock of the 
| Company payable June 8, 1951, to 
stockholders of record at the close of 
business May 18, 1951. 

Checks will be mailed by the Bankers 
Trust Company, 16 Wall Street, New 
York 15, N. Y., Transfer Agent. 


1 

| 

| R. P. MEIKLEJOHN 
Treasurer 

April 26, 1951 











“A Family of 


Famous Names” 





The Board of Directors of Avco 
Manufacturing Corporation has 
declared a quarterly dividend of 15 
cents a share on the Common Stock 
payable June 20, 1951 to stock- 
holders of record June 1, 1951. 


R. S. Pruitt, Secretary 
420 Lexington Ave. 
New York 17, N.Y. 
April 27, 1951 




















| Unton CarBivE 


r AND CARBON CORPORATION 


UCC 


A cash dividend of Fifty cents 
(50¢) per share on the outstand- 
ing capital stock of this Corpora- 
| tion has been declared, payable 
| June 1, 1951 to stockholders of 


record at the close of business 


| May 7, 1951. 


KENNETH H. HANNAN, 
Secretary 
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DIVIDEND NOTICE 


SKELLY OIL COMPANY 


The Board of Directors has 

today declared a quarterly 

a cash dividend of 75 cents 
per share on the common 

SKELLY } stock of this Company, pay- 
wd able June 5, 1951, to stock- 
holders of record at close 

of business Apr. 24, 1951. 




















« C.L. SWIM, 
April 10, 1951 Secretary 
(= Crown Cork & SEAL 


’ . COMPANY, INC. 
PREFERRED DIVIDEND 


The Board of Directors has this day 
declared the Regular Quarterly Dividend of 
fifty cents ($.50) per share on the $2.00 
Cumulative Preferred Stock of Crown Cork 
& Seal Company, Inc., payable June 15, 
1951, to the stockholders of record at the 
close of business May 22, 1951. 

The transfer books will not be closed. 


WALTER L. McMANUS, Secretary. 











April 26, 1951. 











1950, the provision for Federal 
taxes on income, totaling $3,648,- 
936 in that year was $317,121 
less than the Federal income tax 
provision in the preceding year. 
This was due to the fact that a 
larger proportion of the earnings 
in 195@ were subject to special tax 
treatment as compared with 1959. 
Further charges against income, 
consisting of taxes other than 
taxes on income, provisioned for 
depreciation and depletion, and in- 
terest expense, totaled $1,3444,- 
464 in 1950, or almost the same 
as in the preceding year. 

Higher tax rates and reduced 
earnings from engineering and 
construction activities in 1950 had 
the effect of more than offsetting 
the increase in profits from the 
sale of investment securities and 
better earnings from other 
sources. Nevertheless, the operat- 
ing results of the two engineering 
and construction subsidiaries, the 
Stone & Webster Engineering 
Corporation and E. B. Badger & 
Sons Company, together continue 
to account for the major portion 
of consolidated net income. The 
combined earnings of these two 
subsidiaries, which made an ad- 
verse comparison with 1949 dur- 


ing the early portio nof 1950, , 


compared favorably in the latter 
part with the corresponding pre- 
vious year showin; and, reflect- 
ing a sharp improvement in new 
orders during the closing months 
of the year, the volume of uncom- 
pleted work as of Dec. 31, 1950 
stood at a substantially higher 
total than at the previous year-end. 
Dividends including extras 
totaled $2.00 per share in 1950. 
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(Continued from page 121) 
ourselves in the Far East as we 
did in Europe when we instituted 
the Marshall Plan and formed the 
North Atlantic Alliance despite 
Russian threats. 


To strengthen our backbone we 
need only weigh Russia’s position 
to fight and win a global war be- 
cause it is well to remember that 
Russia would be vulnerable from 
the East, West, North and South 
if she determines to fight. 


Are the leaders of the Kremlin 
likely to risk their position in the 
uncertainties of an all out war? 
Again—has Russia the productive 
capacity to arm the vast number 
of men required to fight such a 
war and to maintain them. over 
the period necessary for victory? 


And, there is great doubt too 
that Russia possesses the raw ma- 
terials necessary—particularly the 
oil required for mechanized war- 
fare. Certainly a vast continuing 
supply would have to be assured 
before Russia would have any se- 
curity in fighting even a limited 
war. 

Take the fact also that thus far 
Russia has shown every evidence 
of fearing an attack on Man- 
churia. Isn’t it well to consider 
this attitude in relation to the 
knowledge that the great bulk of 
Russian arms production is be- 
hind the Urals in Asia? That she 
hesitates to come out in the open 
and hides behind subterfuge be- 
cause she fears attack? 


And why did Russia, too, fail 
to supply the Chinese Reds with 
the necessary modern equipment 
that could have pushed our armies 
out of Korea into the sea during 
the early stages of the war—and 
why are the Russians withholding 
the most modern weapons now 
and forcing the Chinese Reds to 
base their strategy on manpower? 
These are all facts that must be 
carefully weighed. 


Let us then take the position of 
the United States in relation to 
the Pacific. It is clear that with 
strong leadership we can hold our 
own and win. We have the man- 
power, the arms production, the 
bases. But, above all, we must use 
the top leadership we have—that 
is the way to victory. There was 
so much less to do with in World 
War II, and yet we won in the 
Pacific with a minimum of men 
and supplies while the great bulk 


THE MAGAZINE OF WALL STREET 


of our forces and materiel went 
to Europe. The saving ingredient 
was General MacArthur’s master. 
ly strategy. 


The people of the United States 
have not forgotten—and it is the 
memory and admiration for this 
great victory that has motivated 
the desire to honor him who won 
against the greatest odds. 


Yet it is not only a tribute to 
General MacArthur’s great mili- 
tary genius but to his outstanding 
accomplishments in conquered 
Japan as well. His administration 
has not only won a great fighting 
ally—but kept the Communists out 
of power. 


It is clear that General Mac. 
Arthur’s dismissal was a great 
victory for the Kremlin and the 
Chinese Reds. It brought our 
prestige to a new low in Asia. In 
Paris—the accelerated abuse that 
Mr. Gromyko is heaping on the 
West, his sudden unwillingness to 
make the slightest compromise- 
or even to accept modifications he 
has asked for—clearly reflects the 
new contempt. 


It, therefore, seems that the 
only sound policy for the United 
States to follow is to reinstate 
General MacArthur,—and permit 
him instead of Dulles, to work out 
a treaty in Japan. This is a very 
important step and needs to be 
taken because many people believe 
that General MacArthur’s dismis- 
sal was not for any of the reasons 
given,—but because General Mac- 
Arthur opposed legalizing 
Russia’s gift of the Kuriles Isles 
and other promises made at Yalta. 
In a word—a treaty that would 
appease the Russians. 


It is largely accepted that if 
such an unfavorable treaty is 
signed, the existence of the United 
States would be endangered. We 
would lose our belt of security in 
the Pacific for the nations there 
would fall to the Communists even 
including Australia and New Zea- 
land. No one is guillible enough to 
believe that any of the promises 
of independence would be kept by 
Red China or Russia. 


With the reinstatement of Gen. 
MacArthur — with top-flight Gen. 
Eisenhower in the Atlantic, I be- 
lieve the United States could so 
best the Russians in the field of 
diplomacy as to thoroughly disor- 
ganize them. There are no steps 
we could take to restore greater 
confidence at home—and give our 
country the strength needed to 
soundly work for peace. 
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INCREASE YoUR INCOME 


To meet higher taxes and advancing living costs 





| living costs are up. Further rises 
are ahead. Additional price inflation will be hard 
to avoid. 


Corporate and personal income taxes have been 
raised and further levies at Federal, State and Muni- 
cipal levels must be expected. 


Clearly, many investors face a reduction in their 
standard of living, unless they take prompt measures 
to increase their income from securities. 


Careful Selection Essential 


Investors in high-grade bonds and preferred stocks 
will receive a relatively small, fixed income which 
will continue to decline in buying power as living 
expenses advance. 


Companies will continue to borrow at low rates and 
use the proceeds to retire higher coupon bonds and 
higher rate preferred stocks. Plainly, high-grade 
bonds and preferred stocks offer no solution to in- 
come need. 


Plainly, therefore, the income investor must turn 
to equities to bolster the yield from his investments. 
But common stock investments, too, are not free 
from uncertainties. Heavy tax burdens will offset 
increased gross business in many instances. All taxes 
must be paid before any earnings can be made avail- 
able to common shareholders. 


In addition, priorities are going to hit some firms 
hard by causing shortages of materials and skilled 
labor for use in making civilian products. Price con- 
trols, higher payroll costs and generally increased 


operating expenses will make it difficult for numer- 
ous corporations to maintain their past rate of divi- 
dend payments. 


Adjusting Income to Personal Requirements 


Investment Management Service can assist you ably 
in solving your income problem through a rounded 
program in selected common stocks, medium-grade 
program in selected issues. 


When you enroll you state your income objectives 
in detail. Do you seek any specific yield? What is 
your minimum income need? Have you any periodic 
demands upon your income which must be met at 
set times? 


A definite investment plan is set up to meet these 
income aims, along with those of safety and capital 
growth. Our analysts have proved successful in 
bringing accounts speedily into line with clients’ in- 
dividual needs. 


An executive of an eastern utility company stated in 
renewing his contract for our supervision: 


“T have absolute confidence in what you are doing. 
My investment return is meeting my requirements 
with some over for reinvestment.” 


Merely on the income factor alone, our Service has 
frequently produced benefits far exceeding the sum 
invested in our fee. In the coming year, when there 
are so many factors to consider, our supervision 
should prove invaluable to you in bringing added 
income, increased safety, sound capital growth. 





ithoul Obfigation, we offer to send you a confidential, preliminary 
review of your portfolio if it exceeds $20,000 in value—commenting frankly on its 
possibilities for capital growth, its income factor and its diversification. Your least 
favorable issues will be specified, with reasons for selling. Merely send us your list 
of holdings and objectives in as complete detail as you care to give. Of course, this 


is in strict confidence. 
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This Is National Steel 
as of January 1, 1951 


aren 


One of America’s largest and most 
progressive steel producers reports to 
the public and to customers, employees 


and stockholders on its activities in 1950 


PRODUCTION, SHIPMENT AND SALES 
SET NEW RECORDS IN '50... 
National Steel did more than its share to meet the unprece- 
dented demand for steel products by producing and deliver- 
ing a record-breaking tonnage of steel to its customers while 
carrying on, without interruption, its large program of 
expansion. 


AS DID NET EARNINGS, EMPLOYMENT, 

WAGE PAYMENTS AND STOCK DIVIDENDS. 

National’s net earnings for the year 1950 reached a new 
high of $57,814,974. Record total payrolls for a record 
29,679 employees amounted to $124,135,529, exclusive of 
substantial company payments for employee benefits. 
Total dividends of $20,917,690—or $2.85 per share when 
converted to the new basis established by a three-for-one 
stock split after May—were paid to stockholders. 





1950 IN REVIEW 


PRODUCTION FACILITIES WERE ADDED 
AND EXPANDED .. . 1950 1949 
In 1950, National’s continuous program of expansion and Net sales $537,024,673 $424,892,845 
improvement included further development of blast furnace Net earnings 57,814,974 39,311,269 
and open hearth facilities, a sintering plant, coke ovens, 
land purchases, the new Weirton Coal Mine at Morgan- 
town, West Virginia, a fourth electrolytic line (largest and Total payrolls... ... 124,135,529 107,843,848 
fastest in the world), final work on the oxygen plant now Total dividends paid....... 20,917,690 13,481,585 
in operation, extensive new electrical finishing equipment. 
Ingot capacity was increased by 250,000 rly “ng ner = ‘i eaeiieneas 
total capacity to 4,750,000 tons as of January 1, 1951. 


Net earnings per share* 7.85 5.34 


*computed on basis established 
by the three-for-one stock split 


AND NATIONAL CONTINUES TO PLAN, 
CONTINUES TO BUILD FOR THE FUTURE. Total taxes paid by National in 1950 were more than 
The program now underway, and scheduled approximately $10,000,000 greater than net earnings . . . more than 
for completion by the end of 1952, will further increase 12% of sales . . . more than $9.30 per share of stock .. . 
National’s total capacity to 6,000,000 tons—more than 50% more than $2,300 per employee—a forceful illus- 
greater than National’s capacity at the close of World War tration of the terrific impact of the cost of govern- 
II, and, in proportion to size, the largest expansion pro- ment on the American economy. 
gram for the same period so far announced by any major 
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